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NATIONAL STOCKPILE 


WEDNESDAY, JULY 24, 1957 


Unitep States SENATE, 
SUBCOMMITTEE ON NATIONAL STOCKPILE AND 
NavaL PETROLEUM RESERVES 
OF THE CoMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 9 a. m., in room 212, 
Senate Office Building. 

Present: Senators Symington (presiding) and Smith (Maine). 

Also present: Gordon Gray, Director, ODM; C. H. Kendall, 
ODM; J. P. Durkin, ODM; J. D. Morgan, ODM; W. G. Fritz, 
ODM; Robert Findlay, ODM; William Lawrence, ODM; R. B. 
Whiting, Office of the Secretary of Defense (Supply and Logistics) ; 
Spencer Shannon, Department of the Interior; Edward Braswell, of 
the committee staff; and Edward Welsh, legislative assistant to 
Senator Symington. 

Senator Symineton. The committee will come to order. 

Mr. Director, we welcome you this morning in coming here to give 
us the benefit of your views. In large measure, due to the revolu- 
tionary developments in weapons systems, the character of war and 
defense has changed. 

We can no longer rely upon distances and allies to give us time to 
build up our military strength against aggression. We must have 
forces in being and, hence, cannot, as in the past, rate our great in- 
dustrial potential as our major weapon when war starts. 

Hence, it seems appropriate at this time to reexamine and revaluate 
our strategic stockpile policies and practices to see if they need re- 
vision in light of changes in the type and character of our defense 
requirements. 

{r. Director, as I understand it, you have a prepared statement. 
Do you answer these questions in the main in this statement? 
Mr. Gray. In the main, I do. 
Senator Symincton. Will you read the statement? 


STATEMENT OF GORDON GRAY, DIRECTOR OF THE OFFICE OF 


DEFENSE MOBILIZATION 


Mr. Gray. Yes; I shall be glad to, Mr. Chairman. 
Since assuming the position of Director of the Office of Defense 
Mobilization, I have devoted considerable time.to a study of the 


various aspects of stockpiling. However, I do not claim to be expert - 
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on the 75 diverse materials in the stockpile, nor on the detailed history 
of stockpiling. 

Because stockpiling is only one part of the overall materials pro- 
gram, I wish to take a short time to discuss the entire program in 
order that the stockpile program may be seen in its proper defense 
perspective. I would like, also, to clarify the roles of the various 
Government agencies involved. 


RELATIONSHIP OF MATERIALS PROGRAMS TO POSSIBLE DEFENSE 
EMERGENCIES 


The objective of Government materials programs is to assure the 
availability of adequate supplies of all materials to meet foreseeable 
defense emergencies. It is therefore necessary to consider the defense 
requirements of the Nation in several different situations, including: 

1. Continuation of the present status of neither peace nor war for 
an indefinite period. This includes the very real possibility that 
intensified economic-warfare activities on the part of the potential 
enemy might interfere with foreign supplies of essential materials. 

2. The outbreak of hostilities somewhere in the world involving the 
forces of the United States and/or its allies 

Senator Symineton. If I may interrupt you right there, will you 
gentlemen identify yourselves for the record. Who is the gentleman 
who just came in? 

Mr. Frnpuay. Robert Findlay, of Mr. Gray’s office. 

Senator Symineton. Will everyone please state who he is? 

Mr. Fritz. Iam W. G. Fritz, from ODM. 

Mr. Durkin. I am James P. Durkin, ODM. 

Mr. Morean. John Morgan, ODM. 

Mr. Kenpatu. Charles Kendall, ODM. 

Mr. SHannon. Spencer Shannon, of the Department of the Interior. 

Mr. Wuitine. R. B. Whiting, Defense Department. 

Senator Symineton. Everybody is cleared, presumably. We take 
responsibility for our personnel and you take responsibility for yours. 

Mr. Gray. I do, indeed, sir. 

2. The outbreak of hostilities somewhere in the world involving 
the forces of the United States and/or its allies. This would lead to 
partial or general mobilization within the United States. In such a 
situation there could be a great increase in demand for strategic 
materials for the production of munitions and for the maintenance 
of defense-supporting industries and services. 

3. Finally, an all-out nuclear attack upon continental United States. 
In the initial stages following such an attack, there would be little 
immediate need for many of the conventional strategic materials. 
However, in the second phase of such a war, the demand for materials 
for production, repair, and reconstruction would be substantial. 

The Department of Defense has concluded as a general policy that 
its program will be directed toward assuring readiness for an all-out 
nuclear attack on the United States. 

[Classified information deleted.] 

Mr. Gray. There is no clear indication as to which of the above 
situations is most probable. All are within the capabilities of the 
likely enemy. Therefore, our materials programs, including the ver 
important stockpile program, must adequately provide for any or all 
of the above defense emergencies. 
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Our materials programs are further complicated by advancing tech- 
nological developments in industry, and the rapid strides in the 
application of nuclear science to military uses. Programs for super- 
sonic air vehicles which burn high-energy fuels at elevated tempera- 
tures are underway. Nuclear-powered vessels require materials with 
unique nuclear properties. These, and other technological develop- 
ments, have required the Government to expand supplies of new 
materials, such as beryllium and zirconium, that just a few years 
ago were laboratory curiosities. 


DEFENSE REQUIREMENTS FOR MATERIALS 


The need for materials programs is determined from an assessment 
of the materials requirements of the following major groups: 

Military: Planes, tanks, ships, ammunition, and so forth. 

Atomic energy: Basic materials—the AEC is itself responsible for 
assuring adequate supplies of fissionable and source materials, such 
as uranium, thorium, and so forth. 

Industry: Materials for major defense-supporting industries and 
services, such as transportation and power. 

Civilian: Food, clothing, and health, including special programs of 
the Federal Civil Defense Administration. 

Export: For example, molybdenum would have to be supplied to 
the steel industry of Europe; and sulfur would be required by industry 
of the free world. 

It is, of course, impossible to secure precise requirements data for 
all the above categories for all the strategic materials in each type of 
emergency situation. 

Some material requirements can be calculated as direct derivatives 
of end items, such as the high-temperature alloys in jet engines; for 
example, chromium, cobalt, columbium, molybdenum, nickel, and 
tungsten. In other cases, data on relative usage of materials in the 
general industrial economy are used as a basis for requirements esti- 
mates. For example, the military and the Atomic Energy Commission 
have no requirement for metallurgical manganese, as such. However, 
we know that the production of each ton of steel requires approxi- 
mately 14 pounds of manganese. Therefore, there is no difficulty in 
computing the amount of manganese ore required to keep our present 
steel productive capacity of approximately 133 million tons per year 
in full operation. 


SUPPLIES OF MATERIALS IN TIME OF EMERGENCY 


There are three major sources for materials to meet the defense 
requirements of the above groups. These three sources make up our 
mobilization base. They are: 

Production from domestic facilities, such as mines, smelters, 
refineries, chemical plants, and steel mills in time of emergency. 

Imports from reliable sources—in this connection estimates as 
to the vulnerability and stability of overseas sources are made by the 
Department of Defense, Department of State, and other appropriate 
agencies. 

3. Stockpiles of materials actually on hand. 

The mobilization base for each material is not necessarily made up 
of all three of the above components. For example, our domestic 
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production of sulfur is so great that there is no need for reliance on 
wartime imports and there is no need for a Government stockpile. 

On the other hand, the commercial reserves of tin within the United 
States are so small and the sources of imported tin so unreliable, that 
our stockpile constitutes the major element of the tin-mobilization 
base. Materials such as copper, lead, and zinc provide an illustration 
where the mobilization base consists of all three elements. In any 
future war we would count upon substantial domestic production ; 
substantial imports from accessible sources, such as Canada and 
Mexico; and the material on hand in our strategic stockpile. 

The stockpile i is just one element, although in many cases a major 
one, of our materials-mobilization base. 


MEETING POTENTIAL DEFENSE SHORTAGES 


If a comparison of the requirements and the reliable supplies reveals 
an emergency deficit, then a decision may be made— 

To expand the supply in the United States or in accessible areas; 

2. To develop substitute or alternate materials; 

3. To stockpile the materials; or 

4. To reduce the requirements by modification of designs. 

The solution to meeting a major deficit may, in a given case, 
involve all four possible ac tions, 

The major tools available to the Government to encourage the 
expansion of supplies of scarce materials are as follows: 

Financial assistance in exploration and development; accelerated 
tax amortization; procurement contracts guaranteeing definite mar- 
kets at negotiated prices; loans and guaranteed loans; general floor- 
price guaranties; installation of Government-owned equipment in 
Government or private plants; priorities assistance for facilities, 
machinery, and supplies; technic al advice and assistance. 

To secure major expansions, combinations of several of the above 
types of assistance have been approved. For example, to assure the 
development of some domestic copper deposits shortly after the start 
of the Korean conflict, it was necessary to give procurement contracts 
guaranteeing to buy all or a portion of the « output for a period of 6 to 
8 years at a floor price subject to escalation; authorize acceleration tax 
amortization of about 75 percent of the cost of the facilities; make loans 
of several millions of dollars; and issue priorities for necessary con- 
struction materials, machinery, and operating supplies. 

The combination of all forms of Government assistance was nego- 
tiated in such a way as to seek to achieve the expansion at the least 
cost to the Government. In contrast to specific procurement con- 
tracts with individual producers which often required protracted and 
detailed negotiations in which many of the factors are difficult to 
determine, the Government in some instances issued broad general 
floor-price guaranties which permitted all operators to go to work at 
once without individual negotiations. 


AUTHORITY FOR MATERIALS PROGRAMS 


The authority for the Government’s materials programs is derived 
from a number of statutes, including: 

The Strategic and Critical Materials Stock Piling Act (Public Law 
520, 79th C ong.), as amended by Reorganization Plan No. 3, effective 
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June 12, 1953. This law provides the basic authority for the acquisi- 
tion and retention of strategic and critical materials to decrease and 
prevent, wherever possible, a dangerous and costly dependence of the 
United States upon foreign nations in times of emergency. 

Defense Production Act of 1950 (Public Law 774, 81st Cong.), as 
amended, provides broad authority for the expansion of productive 
capacity including the making of purchases or commitments to pur- 
chase metals, minerals, and other materials, and for the encourage- 
ment of exploration, development, and mining of critical and strategic 
minerals and metals. 

The Internal Revenue Code of 1954 (Public Law 591, 83d Cong.), 
section 168, permits the granting of accelerated tax amortization to 
encourage the construction of facilities necessary in the interest of 
national defense, including those for the mining, smelting, and pro- 
duction of defense materials. 

The National Security Act of 1947 (Public Law 253, 80th Cong.), 
as amended, stipulates that the President shall be kept advised 
concerning the adequacy of supplies of materials for emergency use. 

Export Control Act of 1949 (Public Law 11, 81st Cone), as 
amended, permits the limitation of exports to protect the domestic 
economy from the excessive drain of scarce materials; to further the 
foreign policy of the United States and to aid in fulfilling its inter- 
national responsibilities; and to exercise vigilance over exports from 
the standpoint of their significance to the national security. 

Trade Agreement Extensions Acts of 1954 and 1955 (Public Law 
464, 83d Cong.; Public Law 86, 84th Cong.): Section 2 of the 1954 
act restricts the authority to lower duties where such action would 
threaten domestic production needed for projected defense require- 
ments, and section 7 of the 1955 act added authority for regulating 
imports which threaten to impair the national security. 

Certain specialized minerals legislation, including the Domestic 
Minerals Program Extension Act of 1953 (Public Law 206, 83d 
Cong.), and the Domestic Tungsten, Asbestos, Fluorspar, and 
Columbium-Tantalum Production and Purchase Act of 1956 (Public 
Law 733, 84th Cong.), which authorized the acquisition of specific 
amounts of certain named minerals. 

The Agricultural Trade Development and Assistance Act of 1954 
(Public Law 480, 83d Cong.): Title I provides for the creation of a 
ee stockpile of strategic and critical materials. 

itle III provides for barter of agricultural commodities for strategic 
materials which entail less risk from deterioration and spoilage, as 
well as substantially less storage charges. 

The Agricultural Act of 1956 (Public Law 540, 84th Cong.), section 
206, further facilitates barter of surplus agricultural commodities by 
stipulating that materials acquired by barter in excess of the needs 
of other programs shall be transferred to the supplemental stockpile, 
and that the Commodity Credit Corporation shall be reimbursed 
therefor from funds appropriated for that purpose. 


ADMINISTRATION OF THE MATERIALS PROGRAMS 


Responsibility for carrying out the several aspects of the materials 
programs, including stockpiling, has been assigned to each of the 
following parts of the executive branch: 

> 
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The National Security Council is responsible for establishing broad 
defense policies, including those applicable to materials. (The 
Director of Defense Mobilization is a statutory member of the 
National Security Council.) 

The Office of Defense Mobilization is responsible for coordinating 
all mobilization activities of the executive branch of the Government, 
including programs intended to assure an adequate supply of materials 
in time of emergency. 

Within the ODM, this function with respect to materials is centered 
in the Assistant Director for Production. He, in turn, receives 
official recommendations from the relevant Government agencies. 

In evaluating these official recommendations the ODM utilizes a 
number of interagency committees and boards having representatives 
from the agencies having defense-mobilization responsibilities, as 
follows: 

At the working staff level, eight interdepartmental committees 
have cognizance of the following: 

Light metals 

Nonferrous metals 
Nonmetallic minerals 
Tron, steel, and ferroalloys 
Chemicals and rubber 
Forest products 

Fibers 

Stockpile storage 

These committees review the basic supply-requirements data for 
each material and recommend necessary action to the ODM staff. 

At the Assistant Director’s level, there is the Interdepartmental 
Materials Advisory Committee (IMAC), which reviews ODM staff 
and individual commodity committee recommendations to insure 
consistency with overall governmental policies and programs. 

At the Director’s level, there is the Defense Mobilization Board 
(DMB), consisting of heads of the agencies having defense-mobiliza- 
tion responsibilities, which advises on the broader aspects of defense 
programs and policies, not only in the materials field but in all mobili- 
zation areas. The DMB, for example, reviews mobilization plans to 
insure coordination between current defense programs and actions 
that would be required in the event of any of the types of emergencies 
described above. 

Official recommendations in regard to various materials programs 
for each of the contingencies described above are made to the Office 
of Defense Mobilization by the following departments and agencies 
of the executive branch whose areas of responsibilities are as follows: 

The Department of the Inte rior is responsible for recommendations 
on means for insuring adequate supplies of metals, minerals, and fuels 
to meet mobilization requirements. This includes recommendations 
for the appropriate ievel of the domestic production component of 
the mobilization base. This Department also has a responsibility for 
research and development of strategic minerals pursuant to section 
7 (a) of the Stock Piling Act. It is likewise responsible for the mineral 
purchase program under Public Law 733. 

Senator Symineron. Just a question for clarification only. 

The Department of the Interior is responsible for recommendation 
and means for assuring adequate supplies. Does that mean inter- 
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nationally as well as nationally? In other words, do you get your 
recommendations on means for insuring adequate supplies for tin from 
the Department of the Interior or manganese? 

Mr. Gray. I am sure they would be asked with respect to any 
question involving minerals or metals. 

I think it is true. But this, of course, is perhaps a recitation of 
history with which I am not personally familiar: that we would not 
take any action in the minerals or metals program without the advice 
of the Department of the Interior. 

Mr. Kenpatu. That is correct. 

Mr. Gray. The Department of Agriculture is responsible for recom- 
mendations on actions in regard to supplies of agricultural commodi- 
ties, including food. This Department is also responsible for the 
barter activities in connection with the disposal of surplus agricultural 
commodities. It also has a responsibility for research on and develop- 
ment of agricultural materials pursuant to section 7 (b) of the Stock 
Piling Act. 

The Department of Commerce is responsible for recommendations 
as to actions on all other materials. It also develops requirements 
estimates for the industrial and civilian elements of the economy. 
It is responsible for the administration of the Export Control Act. 

The General Services Administration has responsibility for acquir- 
ing materials for the strategic stockpile and for the negotiation, 
consummation, and administration of necessary contractual arrange- 
ments for expanding supplies under the Defense Production Act. 
It also has responsibility for the storage of Government materials. 

The Department of Defense is responsible, among other things, for 
providing estimates of military requirements. 

The Federal Civil Defense Administration is responsible for stock- 
piling certain medical supplies and end items under its own organic 
egislation, and for providing the Office of Defense Mobilization 
estimates of its materials requirements for its specialized programs. 

Other agencies: There are a number of other agencies that from 
time to time become involved in specific materials situations as, for 
example, the Export-Import Bank and the Treasury Department, 
which may make loans incidental to the development of foreign and 
domestic sources of strategic materials. 


ACCOMPLISHMENTS OF THE DEFENSE MATERIALS PROGRAM 


A review of the current materials situation will, I believe, lead to 
the conclusion that on an overall basis the Nation is now in a better 
materials position to meet a variety of emergency situations than at 
any time in its history. Putting off for a moment the status of the 
stockpile itself, here are a few examples: 

Steel: At the start of the Korean war, the installed United States 
steel productive capacity was approximately 100 million tons. Now, 
largely with the assistance of the accelerated tax-amortization pro- 
gram, the installed capacity is about 133 million tons. 

Aluminum: At the start of the Korean war, the United States pri- 
mary aluminum capacity was approximately 820,000 tons. Now, 
largely as a result of the guaranteed purchase programs under the 
Defense Production Act and the accelerated tax-amortization program, 
installed United States primary productive capacity is more than 


96913—57——-2 





8 NATIONAL STOCKPILE 


1,800,000 tons, and an additional 850,000 tons is now being added, 
most of which is not receiving defense assistance. 

Copper: Over 250,000 tons of new productive capacity has been 
brought into operation in the United States as a result of contracts 
under the Defense Production Act, combined with accelerated tax 
amortization. 

Ferroalloys: In the very important field of ferroalloys, allocations 
and controls were necessary during the Korean war, and even before 
the Korean war the country faced a possible desperate situation when 
the Soviets cut off important supplies of manganese and chrome. We 
now have on hand millions of tons of manganese and chrome in the 
stockpile, and we have, moreover, developed substantial new produc- 
tion in accessible friendly foreign countries. Additionally, through 
the defense minerals exploration programs, we know much more about 
our domestic deposits than we did several years ago. 

In columbium and tantalum, at the start of the Korean war it was 
feared that our aircraft-construction program would be jeopardized 
by shortages, but the guaranteed-price program under the Defense 
Production Act resulted in such a startling increase in supplies that 
the targets of the program—originally considered not possible of 
accomplishment—were reached prior to the original scheduled termi- 
nation date. 

The guaranteed-price program under the Defense Production Act 
stimulated the domestic production of tungsten in a few years to the 
point that United States mines produce considerably more than indus- 
try is currently consuming, and there have been very substantial 
additions to the strategic stockpile. 

Domestic production of vanadium and molybdenum has increased 
markedly. 
~ United States supplies of nickel are more than 100 million pounds 
per year greater than they were a few years ago. And additional 
increases in productive capacity in Canada and Cuba, both readily 
accessible, are underway. 

Rubber: In the case of rubber there has been a notable expansion of 
synthetic rubber production within the United States, and the plants 
that were once owned by the Government are now operating in private 
hands. In addition, our strategic stockpile objective for natural rub- 
ber is entirely filled. 


DETERMINATION OF STOCKPILE OBJECTIVES 


One major factor in computing stockpile objectives is the longest 
reasonable period of emergency for which we must be prepared. In 
previous years, on the basis of advice from the National Security 
Council, stockpile calculations were based on a 5-year emergency 
period, of which the first 3 years were considered most critical. 

Planning on the 5-year basis was believed to provide an adequate 
safety factor for our lack of precise knowledge about the specific 
requirements for the various emergency situations previously described. 

[Classified information deleted.| 

Mr. Gray. Asa result of a recent review by the responsible agencies 
of the executive branch, a major modification in procurement policy 
approved by the President, has been put into effect, which will be 
described below in the section on stockpile procurement. 
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Because there are now different types of stockpile objectives, repre- 
senting varying degrees of defense urgency, it is important to discuss 
briefly the process by which they were established. When the require- 
ments for an emergency in the categories noted above—amilitary, 
AKC, industrial, civilian, and export—were added up, the result was 
a total national requirement. 

Our ability to meet those needs was determined by measuring them 
against supplies that could be reasonably relied upon from domestic 
production in wartime and from accessible foreign sources—including 
application of appropriate safety factors or discounts based on the 
advice of the Department of Defense, Department of State, and other 
agencies. 

If a comparison of the requirements and the factored supply 
revealed a shortage in an emergency, the indicated deficit generally 
became the minimum stockpile objective. Of this amount, the deficit 
that would exist in the most critical first 3 years was identified as the 
procurement-priority level. 

Pursuant to a directive of the President in 1954, an additional factor 
of safety was provided by adoption of the concept of long-term stock- 
pile objectives in the case of metals and shinerale 

I might point out, Mr. Chairman, that the long-term objectives 
were set up only for metals and minerals and not for other stockpile 
items. 

These objectives were computed by discounting completely all 


overseas supplies excepting those from the very limited group of 


countries adjacent to the United States, such as Canada and Mexico. 


STOCKPILE PROCUREMENT 


In previous years the highest priority was given to attainment of 
the procurement-priority level. A somewhat lesser degree of urgency 
was attached to completion of the remaining portion of the minimum 
stockpile objective. 

Procurement went forward by direct cash purchases, utilizing barter 
transactions where appropriate. Contracting that involved delivery 

eriod extending considerably beyond 1 year was done under the 

efense Production Act. When it came to further additions to the 
long-term stockpile objectives beyond the minimum objectives, this 
was done only under certain favorable conditions, that is, when the 
material could be acquired at reasonable prices and when such pro- 
curement aided in the maintenance of the domestic mobilization base, 
or facilitated the barter of surplus agricultural commodities abroad. 
In addition, surpluses resulting from programs under the Defense 
Production Act and other legislation were also normally transferred 
into the stockpile if applicable toward meeting strategic stockpile 
objectives. 

At the present time, however, following the recent review of the 
stockpile, new procurement is limited to achieving the procurement- 

riority level. New procurement beyond the procurement-priority 

onl will be authorized only in those limited instances where such 
rocurement is essential to maintaining the domestic mobilization 
ase. 

Further, existing obligations of the Government are to be reviewed 
by the procurement agencies, and those that can be canceled with 
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some advantage to the Government are to be canceled when the ma- 
terial that would be derived therefrom would be in excess of the pro- 
curement-priority level. However, in those cases where cancellation 
of existing obligations is infeasible, it is likely that materials accruing 
to the Government therefrom will continue to be added to the strategic 
stockpile. 

The Department of Defense was, of course, involved in the review 
of the stockpile policy that led to the limitation of procurement to the 
procurement-priority level. The Department then further assisted 
us by reviewing proposed procurement for fiscal year 1958 to assure 
that the ODM plans for procurement toward the procurement- 
eersy level covered materials still considered important by the 

epartment of Defense in view of changing military plans. 


STOCKPILE STORAGE 


There are on hand in the stockpile about 24.5 million tons of 
strategic and critical materials, representing the equivalent of some 
2,450 10,000-ton vessel loads of material. 

As of December 31, 1956, these materials were stored in 228 loca- 
tions within the United States. These included military depots, 
GSA warehouses, other Government-owned sites, industrial plant 
sites, leased commercial sites, commercial warehouses, commercial 
tank facilities, and port storage sites. Approximately 23 million 
square feet of warehouse space, 60 million square feet of open space, 
and 2 million barrels of tank space are utilized in these locations. 

In planning storage activities it is the policy to locate materials as 
closely as possible to the likely point of their consumption in time of 
emergency, but keeping them at storage locations that are outside of 
major target areas. 

Under this policy, the Government holdings of any one strategic 
material are normally dispersed throughout a number of different 
locations. This will effect a major saving in transportation facilities 
that would otherwise have to be devoted to the movement of strategic 
materials in time of emergency. 


STOCKPILE STATUS 


At the start of the Korean war, materials valued at approximately 
$1.6 billion were in the strategie stockpile. At the present time, this 
has expanded to more than $6.5 billion. The status of the strategic 
stockpile as of December 31, 1956, was as follows: 

The 3-year procurement-priority level is the policy governing new 
procurement for the stockpile, with the exception to which I have 
referred, that is, those limited cases where we procure to maintain a 
domestic mobilization base. At the present time, under that excep- 
tion, we would be procuring in the next year lead, zinc, and battery- 

rade manganese. The total value of objectives is $3.2 billion. We 
1ave on hand $2.7 billion of this amount. Sixty out of the seventy- 
five stockpile materials have achieved this level. 

It is important, however, also, to point out that under the old 
5-year minimum objective, the value of the minimum objectives was 
$6.6 billion. The value of material on hand was $5.2 billion, and 44 
out of 75 materials have achieved this level. 
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The total value of the old 5-year long-term metals and minerals 
objectives, including the minimums, is $11 billion. The value of 
material on hand is $6.5 billion. There were 12 materials which had 
reached the long-term objective. 

The status of the strategic stockpile as of December 31, 1956, was 


as follows: 
[Dollars in billions) 





3-year pro- 5-year 
curement- 5-year long-term 
priority minimum objective 
level objective (including 
minimums) 
Wen OE Geter. oe eee Ade $3.2 $6.6 $11 
VII OF PRE OE on Siscccdncidan dents ie cphslacnguewen $2.7 $5. 2 $6.5 
Number of materials (each) -_.....-_..---- sagan eniic aaodioraemaae 160 144 112 


1 Out of total of 75 that have achieved this level. 


Commitments under the Stock Piling Act, the Defense Production 
Act, and the Agricultural Trade Development and Assistance Act 
make substantial provision for completion of the remaining open por- 
tions of both the minimum and long-term objectives. 

[Classified information deleted.] 


FINANCIAL STATEMENT 


Mr. Gray. Since the stockpile operations go back to the 1939 act, 
there is a lengthy history covering appropriations and obligations. 
This history is summarized on page 12 of the stockpile report to the 
Congress, dated March 1957, where it is noted that, in total, approxi- 
mately $5,871 million have been appropriated for stockpiling. 

In addition to appropriations under the Stock Pile Act, it is perti- 
nent to note that commitments involving the borrowing authority 
under the Defense Production Act have also been used in large 
measure to expand supplies of strategic and critical materials. De- 
tails of the latter are contained in our latest quarterly report to the 
Congress, a copy of which we will leave with you. 

Total expenditures for the strategic stockpile in fiscal year 1958 are 
estimated at $273 million. 


Material acquisitions: 


DERENON TANOONOR SS on) oi oso be cde cede aces» use comes $55, 000, 000 
Tre RON cS ois aca maa one k aa wa daueheenn eee 42, 000, 000 
Te CN i wo x! et len lp wg a Sita Se aps i es a 20, 000, 000 
Prior COmmmnsenGe. St A ee 121, 000, 000 

2Otal, material scauinitions. . ....< «os 4s0nensssuiaus es 238, 000, 000 

Custodial costs: 

PORAVIIIR OUNCE TRTROR EN oi, os case's ce esehcecat sp pe carsales wane 15, 000, 000 
pI Se ee co eer ee A GE oe ee Gee bh OES ke bieed 10, 000, 000 
Pe Nice a cdcokcckennds adds cucuekecane ne 6, 000, 000 
WHINE 2 2 £55 ees os ede eh ee Ae le 4, 000, 000 

WEE. oo nc chunbaukndencddeeananunodeuee 35, 00), 000 
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MAINTENANCE OF THE MOBILIZATION BASE 


A significant development in policy in recent years has been the 
use of strategic stockpile procurement where this would also accom- 
plish the ad cnal objective of assisting in the maintenance of the 
domestic component of the mobilization base. 

Perhaps the most notable application of this device was in the case 
of lead and zine where, pursuant to the Presidential directive of August 
20, 1954, newly mined lead and zine of domestic origin were purchased 
by the Government toward the long-term objectives. 

Recently, however, it has become clear that the long-term objectives 
for lead and zine will, at the current rate of procurement, be achieved 
in a relatively short time. It will therefore be necessary for the Con- 
gress to give early consideration to the sliding-scale excise tax on 
imports recently recommended by the Department of the Interior as 
one of the major elements of that Department’s long-range minerals 
program. 

Another program intended to assist in maintaining the domestic 
materials mobilization base is the minerals-exploration- assistance pro- 
gram carried on by the Defense Minerals Exploration Administration 
in the Department of the Interior under the authority of the Defense 
Production Act. 

Under this program, assistance in the form of matching funds is 
given to private enterprise for exploration for domestic sources of 
strategic and critical metals and minerals. In the case of the more 
strategic materials, such as nickel, the Government puts up 75 percent 
of the costs of approved projects. 

In the case of other materials, such as copper, the Government 
puts up 50 percent of the approved projects. If ore is produced as a 
result of the exploration project w ork, the Government is reimbursed 
on a royalty basis. If, on the other hand, the exploration work fails 
to disclose ore, the private developer is under no obligation to repay 
the Government. Under this authority several signifie ant ore bodies 
have been developed within the country. 

We are fortunate that the high level of the domestic economy 
in recent years has thus far made unnecessary any extensive programs 
for maintenance of our domestic base for raw materials. If the high 
level of the free world’s economy with its consequent demand for raw 
materials of every type continues, we can confidently expect that 
major production will remain in being which then can always be 
called upon in an emergency. 

However, in the event of any significant downtrend in the economy, 
particularly if such should continue over any extended period of time, 
the problem of maintaining the domestic mobilization base could take 
on major proportions. 


THE SUPPLEMENTAL STOCKPILE 


Materials in the supplemental stockpile can provide an additional 
level of defense insurance—a level to be obtained only if incidental 
to the sale or barter abroad of surplus agricultural commodities. 
While the barter activity is wholly the responsibility of the Depart- 
ment of Agriculture, the Office of Defense Mobilization, by Executive 
Order 10560, designates the materials to be purchased with foreign 
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currencies generated under title I of the Agricultural Trade Develop- 
ment and Assistance Act for the supplemental stockpile. 

The Department of Agriculture, on its own authority, has decided 
to use this list also as a guide for its barter activities under title III 
of that act. The Office of Defense Mobilization has so designated 
only strategic and critical materials which would contribute to our 
defense position in any emergency. 

The supplemental stockpile i is also authorized to receive additions 
through procurement of the minerals resulting from the programs 
under Public Law 733 of the 84th Congress. 


CONCLUSION 


My examination of our materials programs has convinced me that 
we are now at a point where a thorough reevaluation of our policies 
and objectives is in order. This reevaluation must insure that our 
materials programs, including the stockpile, are properly geared not 
only to the situation as it exists today, but also, and more importantly, 
to the emergency situations that are possible in the future. This 
would, of course, include proper consideration of current military 
planning. 
[Classified information deleted.] 
Senator Symincton. I want to point out that we have a little time 
problem here, and Senator Smith and | will discuss that. I would 
say 95 pere ent of this material is interesting and instructive and in 
our form of government should be made available to the people. 
Hence, I request that you go over this, have your staff go over it, 
and dec lassify it. 
Mr. Gray. Most of it can be, Mr. Chairman. I think there are 
2 or 3 paragraphs only which need to be eliminated, and I think this 
paper then could be used by you in any way you wish as an unclassified 
document. 
Senator Symineron. Especially in the metals, materials, and 
minerals trade, there is a growing misunderstanding about the 
stockpile program. 
I think this is one of the best presentations that I have heard; 
but in it you show various changes which are just changes in policy, 
have no secrets in them, which may be one of the reasons why people 
are mixed up as to just what our program is. 
I would like to suggest, Mr. Director, that between now and our 
next meeting, with the premise that you declassify as much as possible, 
we get a statement for the committee that we could put out as 
a statement of the position of the administration in the stockpile 
program, 
Does that meet with your approval, Senator? 
Senator Smirn. It certainly does, Mr. Chairman. 
Senator Symineton. This is very informative material. 
Mr. Gray. I think, Mr. Chairman, that practically the whole of 
this statement can be declassified. There are 1 or 2 references ‘to 
military planning which should come out if this were to be made 'y ‘x 
declassified document. 
Senator Symrneron. It seems to me it is a fine, constructive 
document from the standpoint of ‘presentation. I don’t say I agree 
with some of its conclusions, but I think it is very well put, and 


j 
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maybe I would agree after questioning. But in any case, inasmuch 
as it is your report to the Congress of what is going on in the national 
stockpile, I think you ought to make as much of it public as possible. 

Mr. Gray. Yes, sir. 

Senator Smirx. Mr. Chairman, may I suggest right there that since 
this is based largely on questions asked by the salina before the 
meeting, would it be well for the chairman to give the Director the 
balance of the questions so that we could benefit, or the public could 
benefit, by all the information? 

I am sure what you have worked out is very worth while. 

Senator Symineron. I will be very glad to, Senator. My thought 
was I don’t think it is quite fair to have the Director come down and 
ask questions that would take a lot of time, subsequently to obtain 
the answers. 

Senator Smiru. I think that is one of the things that has made this 
so complete. 

Senator Symineton. Each question that we asked ahead of time is 
asterisked. 

Senator Samiru. I thought if you had some other items in there, it 
might make it more complete even for the public use, and I would also 
like to ask, Mr. Director, for my own information, if you will permit 
me to have the parts that you strike that you consider are secret. 

Mr. Gray. Yes. 

Senator Smiru. It is difficult for me to understand why this is 
marked secret. I quite agree with the chairman. 

Mr. Gray. I will be glad to comply with your request. 

Senator Symineton. May I make this request, that anything that 
you send to me that you also send a copy to Senator Smith. 

May I make one more request, that in the declassification you 
simply type through those lines in the statement that are declassified 
or classified, when you send it up, so that in a very quick way we can 
see what are the points that we See to be careful about. 

Mr. Gray. I am sure that it will be very clear to you. 

Senator Symineton. May the Senator and | keep these copies, and 
then if you did it that way it would be very clear. 

Mr. Gray. All right, sir. May I just make one other comment? 
I am not sure that I fully answered all the questions, Mr. Chairman, 
that you sent me. For example, question 9, which refers to excess in 
the stockpile, I don’t think I covered that in the statement, but I 
think I have some supplemental material on that which I can furnish 
the committee. 

Do we have that? 

Senator Symineron. I think Senator Smith has given a very con- 
structive suggestion, and I will now give you all the questions that we 
plan to ask, including the ones that we sent you, so that you could 
have the material on hand. 

Mr Gray. Thank you very much. 

Senator SyminetTon. I know that this report has stimulated some 
questions in my mind, and I am sure it has in the mind of the able 
Senator from Maine. We have the problem of the Senate’s meeting 
this morning at 10 o’clock, and I would like first to ask Senator Smith 
to ask you any questions she would like at this time. 

I would like to see those charts. Then I think it would be in order 
if we had another meeting. 
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Mr. Gray. All right, sir. 

Senator Symineron. Then you will know what is in our minds, 
and we will have a much better knowledge of what is on yours. Does 
that meet with your approval? 

Senator Smirn. Yes; it does, Mr. Chairman. I am sure that with 
your knowledge of this the questions you are asking will answer most 
of my questions, so I will defer until the next time. 

Senator Symineron. Then let’s go ahead with the charts. 

Mr. Gray. I referred to the items, Mr. Chairman, where we had 
not met this 3-year procurement-priority level, and 1 thought you 
would be interested in seeing where we stand with respect to those. 

Senator Symineron. If it is in order, I would like to ask questions 
on these vs you go along. 

Mr. Gray. Yes. | think there are approximately 15 materials of the 
75 strategic and critical materials on the stockpile list for which the 
procurement priority levels have not yet been met. Chart 3 shows 
the present status of these materials. 

[Classified information deleted.| 

Senator Syminetron. Mr. Director, this is hard for me to under- 
stand. Are you going to file a justification of that tremendous 
demand? 

[Classified information deleted.] 

Mr. Gray. Yes. 

Senator Symineron. That is the only one that is extremely difficult 
for me to understand. 

Mr. Gray. Yes; we will. 

Actually, bear in mind, Mr. Chairman, that these materials which 
show firm orders were figured against the old basis of the mimimum 
objectives, which included a 5-year concept as distinguished from a new 
procurement policy, which is at the 3-year procurement-priority level. 

Senator Symineron. Am I correct in understanding this is the 3-year 
procurement-priority level? 

Mr. Gray. This now shows what is on order against what is now the 
3-year procurement-priority level. 

[Classified information deleted] 

Senator Symineron. I was just wondering if there is some form of 
Government support level of price incident to the program. 

Mr. Gray. Let me just say with respect to that, Mr. Chairman, 
as I indicate in my prepared statement, now that we are procuring 
only against the 3-year procurement-priority level, as far as these 
materials exceed that level are concerned, the executive 

Senator Symineron. But this is that level. This isn’t the 5-year, 
this is the 3-year? 

Mr. Gray. That is right. And I say, inasmuch as the commitments 
already made exceed that level, the executive branch has been directed 
to review existing contracts, and where they can be canceled with 
advantage to the Government we will do so. 

So I won’t say, with respect to any of these items where we are 
over, we can cancel, but certainly we are examining all these contracts. 

Senator Symineron. Nothing I said was meant to be critical. I 
just want the facts. 

Mr. Gray. I understand. 

These are the 14 items which we do have a concern about. 

(Classified information deleted.) 
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Mr. Gray. I believe that many of these questions would be 
answered in this paper which I did not finish reading, Mr. Chairman. 

Mr. Morean. Perhaps the best would be if we picked just one item 
to show what the chart shows. Name any one you want to pick, 
Senator. 

Senator Symineron. Senator Smith, you name one. 

Senator Smiru. Manganese. 

Mr. Morean. All right. Manganese metallurgical. 

This chart is on a 5-year basis, the old 5-year war-stockpile basis. 
This heavy line here is 100 percent of the 5-year requirement. 

Senator Symrnaton. I might add it is a very fortuitous choice of 
Senator Smith’s, because we are now holding hearings in executive 
session, as you possibly know, in Government Operations, incidental 
to the procurement of manganese. 

Mr. Morean. At the 100-percent line there would be enough 
manganese to run the United States steel industry at full capacity 
for 5 years. It wouldn’t make any difference if the military require- 
ments for steel were 25 percent and the civilian 75 percent, or vice 
versa, if you ran the steel industry at full capacity that is the amount 
of manganese you would need. 

The green shows the amount physically on hand in Government 
stocks. [Classified information deleted.] 

The little bit of yellow here shows the amount that could be pro- 
duced from our limited domestic deposits in wartime. 

[Classified information deleted. ] 

Mr. Gray. The little bit shown here in the red with the “N”’ is the 
amount that would come from nearby sources, such as Canada and 
Mexico. There is a little production in Mexico, none in Canada that 
we could draw upon. 

This “D”’ shows the amount that we could reliably count upon from 
strategically accessible sources. 

[Classified information deleted.] 

Mr. Gray. What the bar means when it sticks out beyond the 100- 
percent line is that if we fought the conventional 5-year war, that 
the old stockpiling plans were based on, you would not need to import 
this quantity. You could devote those ships that otherwise would 
be used here to other things that were more important such as moving 
troops, something like that. 

It shows that, even with this amount on hand, we would still have 
to have some domestic production, and probably have to have these 
imports, in order to run the steel industry at full capacity. 

Senator SmitrH. Right there, the on hand, the green—is the Director 
referring to that when he says, ‘‘We now have on hand millions of 
tons of manganese’’? 

Mr. Morean. That’s right. 

{Classified information deleted.] 

Senator Smirx. I noticed you said the ships could be used for 
something else. I thought the objective of stockpiling was to elimi- 
nate imports during emergency. 

Mr. Morean. That is correct, Senator. 

However, the way the law is set up, it says, ‘“‘to decrease and pre- 
vent wherever possible this dependence.” The old minimum of objec- 


tives were calculated to decrease it. The long-term objectives were 
calculated to eliminate it, where possible, and the long-term objective 
for manganese is not yet on hand. 
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Mr. Gray. Would you like to have a comparison of how that 
chart will look against the 3-year requirement, or do you want to 
ask some more questions? 

Senator Syminetron. I would like to ask some questions on that 
chart. 

[Classified information deleted.| 

Senator SYMINGTON. So you have a 3-year run of manganese right 
now on any basis, of any kind? 

Mr. Moraan. Right, sir. 

Senator Syminetron. Regardless of priority; right? 

Mr. Moraan. Right, sir. It is piled up in the country. All we 
need to do is to take it and use it. 

Senator Syminaron. That is clear, then. You could operate your 
steel mills at capacity with your 14 pounds that you need for each ton 
of steel, and for 3 vears, regardless of anything else. 

Now, when you extend the line beyond the black vertical line inci- 
dent to shipping. 

[Classified information deleted.] 

Mr. Moraan. This is based on the guidance given us, and reaffirmed 
about a year ago, from the Joint Chiefs of Staff. 

Senator SyMiInGTon. We had trouble in World War II because of 
our losses in bauxite from Dutch Guiana, and oil from Venezuela. 

[Classified information deleted.] 

Certainly they would be after bauxite, just like the Nazis were, or 
manganese more than bauxite, because they know we have practically 
no manganese in this country. We used to, not too long ago, get 
practically all of it from Russia. 

Now, how long ago was it, give me the month, if you can, or close 
to it, that we analyzed this to the right of the vertical line. 

Mr. Moraan. What is the date, Wilbert, of your reaffirmation of 
the JCS guidance? 

Actually, I think the metallurgical manganese objective hasn’t been 
reviewed for a couple of years. 

Senator Symineron. You said about a year, and now you say about 
2 years. I am not being critical. We would like to know. 

Mr. Frirz. JCS guidance on submarine sinkings, I think, has been 
received within a year. I think the manganese objective itself may 
not have had a formal review since August 31, 1954. 

Senator Symineron. So that is about 3 years. 

Mr. Moraan. That’s right. 

Mr. Frirz. That is the last complete review. There have been 
interim reviews. 

Senator Symineron. If it is another date, put in another date. Do 
you want to leave it at August 1954? 

Mr. Frirz. It has been looked at just recently, but there has not 
been a complete review of it. 

Senator Symineton. If it has been looked at, has it been inter- 
preted into the chart? That is what we are talking about. 

Mr. Frirz. No. This chart is based on the old 1954 figures. 

Senator SyMINGTON. So, in effect, then, the chart really doesn’t 
mean much, does it, from the standpoint of right of the vertical line 
on manganese? 

Mr. Morean. Wilbert, what date did the JCS reaffirm their old 
shipping discounts? I think that is the point the Senator is getting at. 
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Senator Symineton. The point I am trying to make, Dr. Morgan, 
is that the tremendous growth in the submarine fleet wasn’t actually 
known in August 1954. 

Mr. Moraan. Now, when did JCS reaffirm the shipping? We get 
a discount on shipping losses from JCS, political instability from State 
Department, other factors from CIA. 

Senator Syminaton. Suppose we ask, Mr. Director, that at this 
point we can have a breakdown of that particular line, and we would 
like to have that as soon as convenient on those other things. 

Senator Smiru. Mr. Director, is the 3-year procurement level the 
thmking of this administration, including the Defense Department, 
the White House, and all? 

Mr. Gray. Yes. 

Senator Symineton. I would like to ask another question on that 
point. 

Mr. Gray. May I just add to that, this is the present time, Senator. 
Now, later in this year we expect to get, we hope to get late this year, 
new military requirements based on new military concepts, which 
almost certainly, as far as the military requirements themselves are 
concerned, will be down, as contrasted with the old guidance which 
we had, which was based on different kinds of military planning, so 
that the requirements, when we get them, may further reduce our 
undertaking for new procurement. 

But as a practical matter, the point I want to make is that even at 
the present time procuring against this new level which has been 
decided, we have complet ted it for 60 of the 75 items. 

May T say also, Mr. Chairman, that the difference in these figures, 
when we talk about 60 out of 75, I think we, in a very short time, will 
be talking about only 74 stockpile items, because we have already put 
into the “machinery of Government the possibility of eliminating 
titanium from the stockpile list. I can’t say that it will be removed 
but if it is we will be talking about 74 items. And, with respect to 60 
of those under this new policy there will be no new procurement, with 
the exception of where we must procure to protect a domestic mobiliza- 
tion base such as, at the present time, lead and zinc and battery grade 
manganese. 

So, as a practical matter, we are talking about new procurement 
now only on 14 items. As the military requirements come in later in 
the year, some of those or most of them may be eliminated as subjects 
for new procurement. 

Senator Syminecton. As Senator Smith mentioned, this adminis- 
tration has reorganized your stockpile program, in effect, from 5 to 3 
years. You have consolidated futures around what we used to call 
the peril point, and made that the ultimate aim. 

Therefore, you have cut out, in effect, 40 percent of what was con- 
strued to be the amount that you needed originally. 

Now, inasmuch as you have run way over the 3-year program in— 
what do you call that—the procurement? 

Mr. Gray. Priority level. 

Senator Symrneron. The procurement priority level, why you 
might have some if not many items on hand which you could sell 
without affecting your program. If it is true that the current fiscal 
policies mean that we are cutting back to a point to where we are 
affecting the missile program, which I believe is true in some categories, 
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we might transfer money from unrequired stockpiles and make it 
available. 

That is just one thought. Another is that it would seem to me 
that you have to give serious consideration to stockpiling two things 
which are not in the stockpile program. One is medical supplies, 
blood plasma. This involves the problems incident to a large city 
being hit, and our premise now is that it might be—the medical prob- 
lems are pretty horrible to contemplate, if you get into any detail on 
them, which I have done in recent weeks. The other item to be con- 
sidered is food. 

The first thing that would happen if vou did have an attack would 
be a breakdown in transportation, so I am told. 

Twenty thousand tons of food a day go into New York City over 
the bridges and through the tunnels, and I would think that there 
might be some consideration of stockpiles of nonperishable food. 
You mentioned something that was intriguing when you said that 
you were stockpiling some of these raw materials close to where they 
would be used. ‘There would be tremendous starvation, in my 
opinion, based upon an analysis of atomic attack results, if we couldn’t 
get hold of nonperishable food. 

There you might also help solve another problem which has to do 
with sistinddltettel seerbunad, and be doing it just as sincerely and with 
just as much concept of what is proper for our Government if you 
scald, say, wheat produced here, as you would when you buy tin 
from Malaya or Bolivia. You would be doing it for the security 
of the country. 

So inasmuch as you say—and I am very glad that you are directing 

based upon my experience with you in the past—that you are 
reviewing it, 1 would respectfully request that you also review it 
from the standpoint of what we can now give up, because certainly 
any stockpile program which was considered to be right 5 or 6 years 
ago couldn’t possibly be completely right today. 

Mr. Gray. I don’t know, Mr. Chairman, whether you want to get 
into a detailed discussion of that. You are really talking now about 
two things. One is the possible disposal of materials in stockpile 
which are still described as strategic and critical, but which are excess 
to needs. 

That is the big problem which I agree needs very careful examina- 
tion. There are all kinds of implications with respect to what you do 
to industry when you dump a lot of raw materials on the market. 
| agree that this matter needs careful study. 

Senator Symineron. Well, “dump” might not be the best word. 
Diverting it into the economy. 

Mr. Gray. I agree. Releasing materials to the market would be 
a better way to state it. This needs very careful study. At the 
present time the policy has been not to dispose of any material that 
was still classified critical or strategic, but this is a big problem you 
have mentioned. 

Senator Symineron. We have had bitter criticism from Missouri 
of the Government’s stockpiling nickel because it has resulted in 
companies stating they have had to go out of business because their 
business was based on the use of nickel. As a result we have pro- 
tested to the Government, and I believe over a period of months, if 
not years, we have been rerouting nickel from the stockpile into 
industry. 
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Mr. Gray. This year we are diverting all nickel to industry. 

Senator Syminaton. Yes. My point is, in a case of that character 
it creates dissatisfaction among good citizens with the Government. 
There isn’t a war. They don’t believe the nickel should be stockpiled 
at their expense. I am not saying that any nickel should be sold, or 
anything like that, but a clarification of that particular situation, I 
think, would be constructive to the business community. 

Mr. Gray. I certainly agree that that whole problem is a big one. 

As far as the question of stockpiling food and essential survival 
items, such as medical supplies, some of which you mentioned, is 
concerned, that is primarily by law a problem of the Federal Civil 
Defense Administration. However, I do not mean to suggest that 
our office does not have an interest in it. 

Indeed I believe that the FCDA has, for a period of time, requested 
funds from the Congress for this kind of stockpiling without complete 
suecess. I had some figures here, and I am not trying to move away 
from your question by countering 

Senator Symineron. I think the history of civil defense finances 
shows that this request was heavily cut by the Administration and 
further heavily cut from that figure by the Congress. 

On the other hand, if you could get some money that you might 
say you didn’t know about before, if you find a 10-dollar bill in your 
bureau drawer that you didn’t know you had, you might take your 
wife out to dinner that night. You might use this money ‘for something 
else. 

Mr. Gray. Where would you take your wife for dinner on $10? 

Senator Symineron. I think the Director lives much higher than 
we do, Senator. 

Senator SmirH. He has been reading that story about the Senate 
restaurant, I think. 

Senator Symincton. May I make one more point and then I will 
yield to you, Senator Smith. Senator Smith and L are interested in 
cotton. 

(Discussion off the record.) 

Senator Smiru. I just want to point up this statement of the 
Director’s here which causes me some concern, Mr. Chairman: 





In those cases where cancellation of existing obligations is infeasible, it is likely 
that materials accruing to the Government therefore will be continued to be 
added to the strategic stockpile. 


Is there not any way that the contracts can be canceled? Are we 
to go on stockpiling items that there is not a need for and making a 
greater problem, as the chairman has already pointed out? 

Mr. Gray. What I had reference to, Senator, is contracts which 
had been consummated for DPA or CCC accounts and which don’t 
involve any new obligational authority. 

What we would do in those cases where the contracts cannot be 
canceled would be to transfer the materials from the DPA and CCC 
accounts to the stockpile. These would be materials which would 
already be in the hands of the Government—where a contract could 
not be canceled. We would transfer the materials already acquired 
pursuant to the contract to the strategic and critical stockpile. 

There are very serious questions about this business of readjustment 
of the existing contracts. 

[Classified information deleted.] 
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Mr. Gray. In any event, we are now, under’ this new policy, re- 
examining the contracts to find out what can be done by way of some 
sort of an adjustment to reduce the Government’s obligation to take 
some of these materials. 

I don’t know what the outcome will be, but any suggestion of the 
Government walking off and leaving the contract to which it is a party 
is a very serious matter. 

Senator Smiru. I was not even suggesting that. It seems to me that 
when these contracts are made there ought to be a clause that by pay- 
ing an amount to the contractor, we ad stop building the stockpile. 

r. Gray. I am sure that there are some where the Government 

could buy its way out, and it is a matter of judgment as to whether 

ou are making a wise step. It is something of a gamble on the future, 
bes we are examining that. 

[Classified information deleted.] 

Senator SmitH. But wouldn’t it be cheaper for the Government to 
buy off the contractor or the company than it would be to throw all 
these items on the market and do what it would do to industry and 
the economy? 

Mr. Gray. If we had a crystal ball and it was accurate, | would be 
able to answer that question. 

Senator Smiru. Yes; but I am talking about those items that you 
say we have gone way beyond any estimated need on. Those are the 
items I am speaking of. 

Mr. Gray. The chance we take is that in years ahead the industry 
may not wish to put—the market may be so good for them that they 
would wish to dispose of it on the commercial market, and not take 
advantage of the right to put it to the Government, so that it is like a 
quarterback calling plays on a football field. If it works, he is a good 
quarterback. If it goes wrong, he is a bad one. 

I don’t think there is a categorical answer. I think there are some 
instances where it would be advantageous to the Government to buy 
its way out of the contract, if I may put it that way. 

Senator SmitH. That is better put. 

Senator Syminctron. That’s right; I was going to mention that. 

As some of your staff here knows, I was involved with the stockpile 
and we found a great deal of foreign aid in the stockpile which not only 
didn’t get the approval of the Congress, it never came to the Congress 
as such. 

You will find that this committee, before I came to the Senate, made 
a report in which it stated that cooperation between the executive and 
legislative branches incident to tin saved the United States taxpayers 
over half a billion dollars—not a half a million—a half a billion. 

As to the question of the cancellation of contracts, and what the 
people will do in the future, I know of several contracts which have 
been canceled in recent weeks in aircraft and missiles. 

[Classified information deleted.] 

Senator Symineton. Now we have had reputable newspaper people 
assert that the Soviets are way ahead of us in the IRBM’s and also 
that they are now ahead of us in the ICBM’s. I don’t know that, but 
I do know that it has been published in the paper by people I respect. 
If we could pick up some money due to your reorganization of the 
stockpile program which, in a broad way you have already told us 
you have cut back from 5 to 3 years then we could maybe get some 
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money to improve our defense effort because it has now become the 
policy to cut these expenditures because of the shortage of money. 

Mr. Gray. I think they are all pertinent observations, and cer- 
tainly I would like to assure you, Mr. Chairman, that we wish to co- 
operate in every way with the Armed Services Committee in solving 
these problems in which both the executive and the legislative have 
a different interest and responsibility. 

Senator Smiru. These are 1954 charts? 

Mr. Gray. We haven’t shown the 3-year requirement. 

Mr. Morean. They are not all 1954, by any means. This is the 
latest official data that is in the report to the Congress right now. 

Senator Smirx. What I was trying to get at is just how late they 
are. So many times ee come before our committees and give us 
information that we think is current, and then when we check into it 
we find that it is not current. 

Senator Symineton. The Senator is exactly right. You see, both 
she and I sit on a committee that has just been briefed on Russian 
submarines, the Russian submarine menace, and therefore the man- 
ganese situation just didn’t make much sense. 

Senator SmirH. We have manganese in Maine, Mr. Chairman. 
That is why I was asking about manganese. 

{Classified information deleted.] 

Senator Smitu. The domestic production is this little bit, and the 
amount which would come from Mexico, where the submarine ques- 
tion would not necessarily be involved, is that little bit, and it brings 
you up to the 100-percent line. So in terms of the 3-year procure- 
ment-priority level on manganese metallurgical grade, while it is true 
that this distant bar which involves sea-borne shipments is beyond 
the 100-percent line, there would be no need to bring it in. 

Senator Symineron. Senator Smith and I may not be in complete 
agreement as to where we would like to spend more money if we had 
it, but we are both in agreement that there are certain places we would 
like to see improvement in the military. 

Based on this chart, if you could move a little tungsten and move 
some quartz, I would say, and get some cash, if that would be satis- 
factory to you, we would like to see a transfer. 

Senator Smit. At least stop adding to the pile. 

Senator SymineTon. That’s right. 

Mr. Gray. This gives a little different picture than the other. I 
would also like to submit with these charts, Mr. Chairman, and the 
other material which I have agreed to, a little statement which indi- 
cates the dates of review of stockpile objectives with respect to all 
these items for your consideration before we meet again. 

Senator Symineton. Mr. Director, I thank you for your state- 
ment. It is clear and covers a great deal. 

I would like to bave it with the charts and with the anrlyses of the 
various metals. Specifically, | would like to add to Senator Smith’s 
interest in manganese. I would like to add nickel because of problems 
reported from Missouri with secondary purchases. 

Is there any other material that you can think of? 

Senator Smita. No. I have one more question I would like to ask, 
when you have finished. 

Senator Syminaton. It looks as if we are going to be in session 
next week; I believe that is a fair prognostication. 
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senator Smita. I would think so. 

Senator SymineTon. So let’s have a meeting next week. Within a 
week we could analyze these figures and come up and revise the ques- 
tions; you could see the type and character of further questions. 

Ed, if you will get in touch with Senator Smith’s office, if she has 
any further additional questions she would like to ask, we will add 
them to our list. 

Senator Smirx. Mr. Chairman, I thank you for speaking about 
cotton, because we both are vitally interested in it because it affects 
us, the economy in our States, so much. 

I am interested in another item, Mr. Director. With the trend 
toward conservation, stockpiling, why do you recommend curtailing 
oil imports? Why wouldn’t we want to conserve our own oil and 
exhaust the oil of foreign countries, looking into the future? 

Mr. Gray. You refer, of course, to the certification to the Presi- 
dent, under section 7. 

I came to the conclusion, Senator, that there was reason to believe 
that there was a threat to the national security with respect to oil in 
the size of present and projected oil imports on the ground of the 
health of the domestic industry, and on the basis that at some point— 
and I am quite clear in my own mind, though I could be wrong; I am 
acting on my own conclusion—that oil imports could be in such volume 
as to discourage domestic exploration. 

One of our problems is that, except as far as Canadian oil is con- 
cerned, and possibly Venezuelan oil, we could be in a situation in which 
we could rely not at all in an emergency on imported oil that is from 
the Middle East or the Far East. 

The trouble with the question of oil, the problem of oil, in this 
country, is that there is a lead time between the time the geophysical 
crews go out and try to develop the presence of oil and the time that 
wells get drilled and production comes in. 

Senator Syminaton. We will have to conclude now because there 
is a live quorum. Inasmuch as this committee is also concerned with 
petroleum reserves, would you add a statement for the subcommittee 
on that subject, also? 

Senator Smiru. I think it is costing us money to conserve the oil in 
places like Elk Hills. We consider that quite necessary from an 
emergency viewpoint, and it just seems to me quite difficult to under- 
stand why. 

I am sure the oil people would continue to operate in the United 
States with the consumption of oil that there is. 

Mr. Gray. I think it is a question of proper balance. I would 
certainly be opposed to eliminating oil imports. At the same time, 
I would think I would be opposed to unrestricted importation of oil, 
and I will be glad to make a statement. 

You know, of course, that the President now has a Cabinet Com- 
mittee which is investigating my certification. 

Senator Symincron. As the Director said, he can’t give us the 
decision, he can only give us the press release of that Cabinet 
Committee. 

Senator SmiruH. Maine is so dependent on oil imports that I am as 
concerned as I am about the cotton. 

Senator Syminetron. Now, Mr. Director, would you suggest a couple 
of mornings next week, and I will take it up with Senator Smith. 
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Mr. Gray. I have one appearance before the joint committee on 
Tuesday. 

Senator Symineton. What joint committee? 

Mr. Gray. The Committee on Defense Production; Senator 
Robertson’s committee. 

I have an appearance before the House Ways and Means Com- 
mittee, on the long-range mineral program, Thursday. 

Senator Symincton. Do you feel it necessary that you have to 
appear before us? In other words, could your staff handle it? What 
we want to do is bore into facts, I would think, at the next meeting. 

Senator SmitH. We could tell better after those questions are 
answered. 

Mr. Gray. I am at your service, Mr. Chairman. I do have the 
problem of two committee hearings already set for next week, and 
with NSC and Cabinet Thursday and Friday morning. Why don’t 
we try to answer the questions, and then I will talk with you about it? 

Senator Symrneton. And I will talk with Senator Smith about it. 

Senator Smitu. Perhaps the chairman has some knowledge as to 
when we will adjourn. 

Senator Syminetron. Thank you very much, Senator. 

(Whereupon, at 10:45 a. m., the subcommittee adjourned.) 
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Unitrep States SENATE, 
SUBCOMMITTEE ON NATIONAL STOCKPILE AND 
NavaL PrerroLeuM RESERVES OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 :05 a. m., in room 212, 
Senate Office Building. 

Present: Senators Symington (presiding) and Smith (Maine). 

Also present: Gordon Gray, Director, ODM; Charles H. Kendall, 
General Counsel, ODM; John D. Morgan, consultant, ODM; Wilbert 
G. Fritz, Chief, Stockpile Management Branch, ODM; W. N. 
Lawrence, Director, Supply Requirements Division, ODM; Spencer 
S. Shannon, Director, Office of Minerals Mobilization, Department of 
the Interior; William W. Miller, Office of Assistant Secretary of 
Defense (Supply and Logistics); Ray M. Clarke, Assistant Director, 
Planning and Requirements Polic y, Office, Assistant Secretary of 
Defense (Supply and Logistics) ; Edward Braswell, of the committee 
staff; and Edward W elsh, legislative assistant to Senator Symington. 

Senator Symincton. The meeting will come to order. 

Have you anything you would like to bring up? 

Mr. Gray. I do not believe so, Mr. Chairman. I think we have 
tried to answer your questions. I know we have tried to answer the 
questions, and I believe we have. 

Of course, we have every disposition to make available to you all 
the information that is in our possession. 

I think I might say—we are in executive session? 

Senator Symirneton. Yes. Nothing is declassified and made a 
matter of the record without your prior judgment on it. 

[Classified information deleted.] 

Senator Symineton. The point that worries me, and I think ulti- 
mately and in the not too distant future will begin to worry the Con- 
gress, is the same kind of traditional thinking with respect to the 
stockpile that has been the thinking with respect to the services. 

Stockpiling was evolved at a time when war was a totally different 
concept. I believe it is fair to say, in the last 15 years war has 
changed more than it did in the previous thousand. 

There are a good many forces opposed to the recognition of that in 
the structure and functioning of the Pentagon primarily, in my 
opinion, due to tradition. It 1s interesting to note the slow progress 
in recognizing the importance of change. 

All of this becomes more and more important in light of the latest 
maneuvers incident to the growing fiscal problem. One of the great 
businessmen of this country told me about 3 days ago that he was 
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getting another 5 percent cut which, to some extent, has been reflected 
inaccurately in more recent press stories since I talked with him. 

He said, “What people do not realize is that the reprograming 
incident to a 5-percent cut in my business will be more than the saving 
to the Government of the 5-percent cut, and I am not going to pay 
the cost.” 

Since money is becoming so important in all our considerations, 
then I am sure that if we do not plan to modernize the stockpile 
along the lines you are thinking, which I think are very constructive, 
some day we will get the same kind of a meat-ax approach to it that, 
for example, the Army has had in the last few weeks and months. 

There are rumors around from dissatisfied industrialists, operators 
of various types, that some things in the stockpile are overstockpiled, 
or interfere with business. Generally there is some ox being gored 
somewhere, you know. 

Mr. Gray. Yes. 

Senator Symmneron. I just hope that we can get a clear picture of 
this and then, as a result of reappraisals of the true need, based on 
the latest strategic requirements which are the basis of the stockpile, 
appropriate action can be taken. You and Dr. Welsh here had a lot 
to do with writing our final report when we were in the NSRB, Mr. 
Kendall; and I still think that it is as good a report as I have seen 
around the Government. 

If you can move out and get rid of a lot of this stuff without dump- 
ing it I think that would be constructive. 

Then you have another little problem that is going to crop up more 
and more—I will predict to you it will crop up today, and if not today, 
this week—and that is the case of foreign aid, and its relationship to 
stockpiling. 

I know that, just as Dr. Morgan, Mr. Kendall, Mr. Shannon, and 
Dr. Welsh know, in the past our stockpile has been used as a method 
of foreign aid, not only without the approval of the Congress, but it 
never came to the Congress. It was simply done by rigging the price 
to cover military requirements and foreign aid at the same time. 

The clearest illustration of that would be in a report put out by a 
subcommittee of this committee around 1950 or 1951, on tin, a very 
good committee, of which Senator Lyndon Johnson was chairman. 
By breaking the price of tin, which had been planned to go into the 
stockpile, the report said the American taxpayer had been saved 
almost $500 million. 

A strategic stockpile for future wars, particularly all-out wars, has 
decreased to the point of little value. There will not be the time 
to use it. 

And in the peripheral war, most of your avenues of obtaining 
materials, always with the exceptions that prove the rule, will be 
still open. 

Mr. Gray. Yes. 

Senator Symincron. My pet phobia or psychosis about what is 
going on in some places in government is this consistent demand to 
classify information, and I was very grateful to you for feeling that 
we could declassify much, if not most, of what developed in our last 
session, and you have done that. But there are just a few points. 

On page 5, it says: 
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The Department of Defense has concluded as a general policy that its program 
will be directed toward assuring readiness for an all-out nuclear attack on the 
United States. 


Then you classify this sentence: 


It has concluded that adequate military preparation for such contingency 
would also enable it to deal with whatever other type of emergency may arise. 

Mr. Gray. I remember that. 

Senator Symineton. I just do not see why that would be a classi- 
fied item. I cannot imagine another emergency being more serious 
than an all-out nuclear attack. 

Mr. Gray. Let me say, Mr. Chairman, that we have enjoyed the 
most cooperative and helpful relationship with the Department of 
Defense in putting together material which you have asked for in this 
hearing, and, well, in the first place, in my statement to you, my 
original statement to you, which was classified, I can only say that we 
were requested by the Department of Defense to treat that particular 
sentence to which you refer as classified material, and under the cir- 
cumstances I do not personally, I think, have the authority to de- 
classify it. 

Senator Symineron. But I would like to know why it was classified, 

Mr. Gray. Why it was classified? 

Senator Symincton. Why it was classified, yes 

Mr. Gray. Can we go off the record here just a 1 second? 

Senator SyMINGTON. Surely. 

(Discussion off the record.) 

Mr. Ciarke. | am Ray Clarke, Mr. Chairman. 

Senator Symineron. Will you be seated? 

Mr. Cuarke. Yes, sir. 

Senator Syminetron. What is your title? 

Mr. Crarke. I am Assistant Director for Planning and Require- 
ments Policy in the Office of the Assistant Secretary of Defense 
(Supply and Logistics). 

Senator Syminetron. Who is? 

Mr. Cirarke. Mr. McGuire, Perkins McGuire. 

Senator Symineron. How long have you been there? 

Mr. Crarke. Since June 1948. 

Senator SyMINGToN (continuing). You have been in the Depart- 
ment? 

Mr. Ciarke. That is right, sir. 

Senator Symineron. And you are over here to do what? 

Mr. CLarke. I am over here as an observer this morning. 

Senator Symineton. Yes. Did you ask to come, or did they ask 
you to come? 

Mr. Cuarke. I was asked to come. 

Senator Symineron. All right. Do you know about any classifica- 
tion of this book? 

Mr. Cuarke. I would like to have that sentence read to me again, 
if you would, please. 

Senator Sy mMinGTon. I think it would be better if you looked at it. 
You see, it is part of the paragraph. 

Mr. Ciarke. I would be very happy to look into it to see why this 
was classified. My own reaction, sir, is that I do not see the need for 
classification. 

Senator SyMinGToN. It does not seem to make sense to classify it. 
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Mr. Cuarke. No. 

Senator SymineTon. It is a general statement. 

Mr. Gray. Well, Mr. Chairman, at the risk of—just to express an 
opinion, it seems to me it is possible that it might be felt that this 
would be an invitation to a potential enemy to start probing around 
in peripheral action. But again, I cannot speak for them. 

Senator Symineron. I would say just the opposite, because if you 
say the Department of Defense has concluded as a general policy that 
its program would be directed toward assuring readiness for an all-out 
nuclear attack. on the United States, and then you do not say that the 
program is capable of dealing with whatever other type of emergency 
may arise, you would do exactly what you say. And that is why I 
questioned it. 

We do not want any policy, by implication, which is adequate for 
all-out nuclear attack on the United States, where a stockpile would 
be less advisable. 

But in any case, the implication is that the military do not feel 
that they are capable of handling anything except an all-out attack. 
And, that being true, I think the Senate ought to know about it. 
Do you see my point? 

Mr. Gray. I see. 

Senator Symineton. That is the reason I brought it up. 

Then on page 20—before we leave that, would you find out why 
that was classified, if the Defense Department can write you and you 
forward it to us. 

Mr. Gray. Yes. 

Senator Syminerton. All right, sir. 

Then on page 20, you say: 

Planning on the 5-year basis was believed to provide an adequate safety factor 
for a lack of precise knowledge about the specific requirements for the various 
emergency situations previously described. 

[Classified information deleted.| 

Senator Symincton. The second is: 

Military requirements in the event of mobilization, at least for the more com- 
mon strategic materials, are expected to decrease in the light of new military 
concepts resulting from recent technological advances in weapons which have 
caused a clarification of the roles and missions of the military departments. 

Well now, if those are facts, I do not see that there is anything in 
the way of war plans in there, or anything. I do not see why that is 
classified. 

Mr. Gray. Well, I would like to speak of that, Mr. Chairman. 

[Classified information deleted.] 

Senator SyMINGTON. Yes. 

Mr. Gray. But as far as the general language to which you referred 
is concerned, I think it is true, again, that it was on the suggestion of 
the Department of Defense that the language came out. 

However, I would be pleased to do the same with respect to this 
language as you have requested with the other, and to develop for you 
a view from the Department of Defense, if that is satisfactory to you. 

(On August 15, Mr. Clarke advised ODM that the Department of 
Defense had no objection to declassifying the second sentence that 
had been in question. The sentence read as follows:) 


It has concluded that adequate military preparation for such contingency 
would also enable it to deal with whatever other type of emergency may arise. 
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Senator SyMINGTON. Fine. 

[Classified information deleted.] 

Senator Symineron. Before that you say: 

In previous years, on the basis of advice from the National Security Council’s 
5-year— 
that is up on the same page. 

Then you say that you made a recent modification of policy and 
you do not even give the details of how much you have cut it. You 
classify the fact you have cut it which, if we ‘wanted to be critical, 
which of course we are not, in looking at it, would mean that you 
were protecting the stockpile excess incident to 3 years as against 5, 
but you cut it. And then it becomes a fact that not only is it known 
it has been cut, but also from what to what it has been cut is now a 
matter of public record. 

Mr. Gray. I do not believe, and my recollection is that we did not 
classify that portion of the statement which related to, I understand, 
this part; but one other place we refer to these limitations of procure- 
ment, to achieving the procurement priority level, which is the 3-year 
basis. 

That comes a little later, I think it is a couple of pages beyond 
where you are reading. 

But in any event, we will seek to furnish you that information 
which you request with respect to these sentences. 

Senator SymineTon. Fine. 

[Classified information deleted. | 

Senator Symineton. Then you do something whicb is not generally 
done. You classify my statement. I would rather do that myself. 

Mr. Gray. I really was not aware we had done that. 

Senator Symineaton. I see. [Reading:] 

Jumping all the way over, if General LeMay under sworn testimony says that, 
in his opinion, no bomber will be used in a future war that isn’t out of the plant, not 
necessarily in operation but out of the plant at the time war is declared, and 
inasmuch as we have a fairly substantial supply of bauxite on hand, and inasmuch 
as we have a tremendous amount of bauxite in the United States, and inasmuch 
and inasmuch and inasmuch, it seems hard for me to understand why we have 
such tremendous additional purchase order contract program with companies 
that are in Jamaica now, like, presumably, Reynolds, and Kaiser, and so forth, 
in this field. 

That is not classified material. It may be objectionable, but it is 
not classifiable. 

I would be glad to take it out, but you cannot take it out on the 
basis of secrecy, because all the testimony I am referring to has already 
been sworn to in an open hearing. 

Mr. Gray. Well, Mr. Chairman, I would have to ask my associates 
about that. 

Who sought to classify that, do you know, Mr. Kendall? 

Mr. Kenpba.u. I do not remember who it was. I may have done 
it myself. 

What were the lines that were stricken? 

Senator Symincton. What were the lines that were stricken? My 
entire statement was stricken. [Laughter.] 

Mr. Kenpauu. The assumption must have been here that the 
testimony of the general was in closed session. 

Senator Symineton. Yes. But nobody has a right to assume as 
to my testimony. I just want you to worry about yours. We have 
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to edit it from the standpoint of what is or what is not classified, just 
like you do. 

Mr. Krenpauu. We misunderstood that. I am afraid—— 

Senator Symineron. That is a pretty important point we are talking 
about, because there has been so much talk about the aluminum 
stockpile, you know. 

I do not mean to be critical about it, but I wondered why it was 
done, primarily because it did not seem to be classifiable. Why 
would you classify it, anyway? 

Mr. Kenpauu. The general statement that it is not expected that 
any bomber will be used in the next war that isn’t out of the plant. 

Senator Symineron. That is just one man’s opinion—an expert, 
though. 

Mr. Kenpatt. If that was stated in open hearing, there was a 
mistake in marking it out of that transcript. 

Senator Symineron. Even if he said it as his own opinion, which I 
said that he did, I do not see how it is classifiable. He was an officer 
reporting to the Congress. 

Then there was quite a lot of the record cut out, that I would not 
want to bother with. I think the more detail we can keep in, the 
better we are, but I would not want to question each item. 

Mr. Gray. May I say, Mr. Chairman, with respect to what else 
was cut out, I think it related to charts on the status of stockpiled 
materials; and the specific status of stockpiled materials which have 
these figures and facts have been traditionally classified. 

I would say to you, as a personal opinion, I believe the matter of 
classification should be reviewed, and will be in the various studies 
we are making. I could not at this time predict what changes might 
be made, because there are various departments of the Government 
involved, but I am sure we ought to reexamine the question of classi- 
fication with respect to the stockpile. 

Senator Symineron. That is right. 

Well, there are two reasons for it. The first is that it is not right, 
under our system of government, to overclassify any information; and 
the second is that you may be heavily penalized for it, in my opinion, 
if it is not stopped, by refusal to put up money. 

I notice here that you have taken out some of your testimony. 
Well, I do that much more, I am sure, than you do. Sometimes I 
want to cut out a lot of what I say. But that is entirely satisfactory. 

I imagine the red pencil refers to the part classified. 

Mr. Gray. Yes. I think the other is to simply make it appear to 
anybody who reads the report that the Director of ODM is literate 
and has some sense of grammar, which does not always appear from 
my appearances before the committee. 

Senator Symincron. I might say that on the basis of being a lawyer 
and eminent scholar and university president, you have made some 
of us look relatively weak on that score. 

On the aluminum situation, on which we are going to get some 
information, just what is the situation with respect to the stockpile 
today? 

Mr. Gray. On the strategic stockpile? 

Senator Symincron. Yes. 

Mr. Gray. We can give you the figures. 

Senator SyminetTon. The peril point in percentage, and in amount, 
and the ultimate point, and so forth. Where do we stand on that? 
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Mr. Frirz. Mr. Chairman, the 3-year procurement priority level 
has been achieved, and so has the minimum stockpile objective. 

Senator Symineron. How many tons have you on hand now? 

Mr. Frirz. The actual stockpile inventory is classified information. 

[Classified information deleted.] 

Senator Symineron. Did you have a peril point on this? 

Mr. Frirz. Well, the procurement priority level has been regarded 
as the urgency level. 

Senator SyMineTon. Is that the minimum objective? 

Mr. Frirz. No, sir. The minimum objective that we have used 
has been on a 5-year basis. 

[Classified information deleted.] 

Mr. Fritz. The deficits are not spread evenly over the 5-year 
eriod. They are somewhat smaller in the early years than in the 
ater years. 

Senator Symineton. How much aluminum now have you got on 

order on Government contract? 

Mr. Fritz. Under the companies’ broad interpretation of the con- 
tracts the remaining tender exposure as of April 1, 1957, was about 
952,909 tons. 

[Classified information deleted.] 

Mr. Fritz. The figure I have given you includes the amount on 
order under the Defense Production Act [DPA]. 

Senator Symineron. How much more have you on order? If any- 
body has a pencil, all they have to make is one subtraction on what 
you said. 

Mr. Frirz. This includes the aluminum that might conceivably be 
put to the Government. 

Senator Symineron. I do not know how much it includes. What 
is the amount of your current inventory and the on order? 

Mr. Frirz. Suppose I read the detailed figures for the strategic 
stockpile. 

[Classified information deleted. ] 

Mr. Fritz. Well, that includes some in the DPA inventory. 

Senator Symineton. What is ““DPA inventory’’? 

Mr. Fritz. Defense Production Act inventory. That is the ex- 
pansion program. 

Senator Symineton. What do you want to use now? What do 
you think is the right figure as to what the inventory is? 

Mr. Frirz. Well, the total inventory, Mr. Chairman, is [clas- 
sified information deleted]. 

Senator Symineton. All right. That is the total inventory. 

How much have you got on order in addition to that? 

Mr. Fritz. The remaining maximum tender exposure is 952,909 
tons under the most favorable interpretation of the contract. 

Senator Symineron. Any Government commitment, to me, is the 
same as an order. ; 

Mr. Fritz. That is generally correct, sir, but some commitments 
are only contingent. 

Senator SyMINGTON. So how much have you committed for in addi- 
tion to the 952,909 tons? 

Mr. Fritz. The maximum amount that might be put to the Govy- 
ernment is 952,909 tons. 

Senator Syminaton. What do you mean, the maximum amount 
that might be put to the Government? What does that mean? 
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Mr. Fritz. The aluminum contracts, the Defense Production Act 
contracts, include rights of the companies to put aluminum to the 
Government. 

Senator Symineton. Then the Government has a commitment for 
a certain amount of money to buy a certain amount of aluminum; is 
that right? 

Mr. Fritz. That is correct. 

Senator Syminetron. What is that figure? 

Mr. Frirz. Under the companies’ broad interpretation it could be 
952,909 tons. 

Senator SymineTon. 952,909. 

[Classified information deleted.] 

Mr. Fritz. That is correct. 

Senator Symineton. We have got that. 

[Classified information deleted.]} 

Mr. Frirz. In the contracts, the Defense Production Act expansion 
contracts, the companies have the right to put aluminum to the 
Government if it is not sold on the market. And they are putting—— 

Senator Symineron. I understand that, but it is a Government 
commitment, is it not? 

Mr. Frirz. That is correct. 

Senator Symineton. So the Government is committed for possibly 
up to 952,909 tons. Is that right? 

[Classified information deleted. ] 

Mr. Fritz. Yes. 

Senator Symineton. How did you get yourself in that bind? 

Mr. Gray. May I speak to that, Mr. Chairman? 

Senator Symineron. Surely. 

Mr. Gray. As Mr. Fritz has indicated, the minimum objective 
against which aluminum has been procured was computed on the 
5-year basis. 

The long-term objective, which generally is figured by discounting 
completely sources of supply other than those immedietely adjacent 
to the United States, such as Canada, was larger. 

And, as you know, we have had long-term objectives for minerals 
and metals in the stockpile which are larger than the minimums. 

Senator Symrneton. Well now, Mr. Director, just so long as I am 
clear, we had a peril point, and then we had an ultimate point; when 
we reached that point, the stockpile was full. 

[Classified information deleted.] 

Senator Syminetron. I do not know what the objective is. If the 
objective is beyond the 100-percent requirements, | cannot see how 
it can be an objective. 

Mr. Gray. Well, the objective is not beyond the 100-percent 
requirement. 

[Classified information deleted.] 

Mr. Gray. And in general the difference in these metals and min- 
erals between the long-term objective and the minimum objective is 
that if you discount sources of supply which are beyond adjacent 
areas, such as Canada, then the deficit between requirements and 
available supplies, of course, is larger than if you were to assume that 
you may have, in time of emergency, access to materials beyond the 
continental limits of the United States. 
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But Mr. Morgan has just pointed out to me that insofar as aluminum 
is concerned, the long-term objective is based on a special safety 
factor. 

[Classified information deleted.] 

Mr. Gray. With respect to the obligations of the Government, 
Mr. Chairman, to which Mr. Fritz referred, I think you probably will 
recall, that back in the days when the Government felt great urgency 
for expansion of aluminum capacity, the principal suppliers of alumi- 
num were requested by the Government to expand their facilities 
under contracts under the Defense Production Act. They were 
rather complicated contracts, but among the provisions was a right on 
the part of the aluminum producers to put or to sell to the Govern- 
ment certain quantities of aluminum which could not be disposed of 
on the general market. 

At the present time, the companies have been indicating that they 
wished to exercise these so-called put rights. This has been a 
matter of some public discussion, as you know. In fact, Senator 
Robertson’s committee, the Joint Committee on Defense Production, 
has had a hearing on it in recent weeks, at which Mr. Floete and I 
appeared. Mr. Floete was the principal witness because GSA is the 
contracting agency. 

I think I indicated to you at our last meeting here that we were 
having discussions in Government, and with the aluminum industry, 
with respect to the exercise of these rights under the contracts. We 
have been negotiating with the industry, and I think that as a result of 
these negotiations, the producers ‘‘put’”’ rights will be more clearly 
delimited. 

I would not wish to get into the detail of that without Mr. Floete, 
whose responsibility this is. The figures that Mr. Fritz has given you 
are the very maximum which the Government might have to purchase 
if the claimed rights of the aluminum companies were established and 
fully exercised. 

I think the figures we have given are more than we will end up with. 

Senator SyMINGTON. Well, in the St. Louis Post-Dispatch of July 

, there was an article which said: 

Senator Willis Robertson * * * said yesterday that major United States 
aluminum companies are asking the Government to buy millions of pounds of 
the metal while they are importing cheaper Canadian aluminum. 

Is that a statement of fact? 

Mr. Gray. I will give you the facts as well as I understand them. 

Senator Symincton. Before you answer, let me read the second 
paragraph: 

Franklin G. Floete, Administrator of the General Services Administration, 
confirmed that there is some substance to Robertson’s complaint. 

At a hearing of the Senate-House Committee on Defense Production, Floete 
said GSA had purchased some 400,000,000 pounds of aluminum from Aluminum 
Company of America (Alcoa) and the Kaiser Aluminum Co. under Korean war 
contracts that soon will expire. The contracts commit the Government to buy for 
the defense stockpile surplus production of aluminum. GSA does the buying. 


DEDUCTION OF IMPORTS 


The GSA chief also said he has worked out tentative agreements with Alcoa 
and Kaiser to deduct a major portion of their Canadian imports in figuring their 
surplus production. 
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Floete said the purchase agreements—made during the Korean war to expand 
aluminum production—might require the Government to buy some 1,365,818,500 
additional pounds of aluminum at a cost of more than $340,000,000. 

He confirmed Robertson’s statement that Alcoa and Kaiser in 1953 made long- 
term contracts to buy the metal from Aluminum Company of Canada. 

Floete said the Korean contracts are silent as to whether aluminum imports 
may be included by the United States companies in figuring their domestic pro- 
duction which the Government is committed to buy. 


COULD REQUIRE DELIVERY 


Floete said he agrees with Robertson that special Government tax benefits-and 
purchase agreements were not intended to stimulate aluminum production in 
Canada. 

Under the Korean contracts, the Government could require delivery of a 
certain part of any expanded aluminum production and could divert part of it 
to other aluminum users. It also agreed to buy at market prices any excess 
production for the defense stockpile. 

Floete said aluminum production had doubled. But he said little of this was 
offered as excess domestic production until last year, after Kaiser and Alcoa 
increased Canadian imports. 

Is Reynolds in this, too? 

Mr. Gray. No. Reynolds does not have contracts with the Alumi- 
num Company of Canada, so that there are 2 of the 3 principal sup- 
pliers involved, as far as Canadian aluminum is concerned. 

Now, as to the cheaper price which Senator Robertson referred to, 
the aluminum companies have told us in our recent discussions with 
them that this is not true. They are not buying it at a cheaper price. 
They are buying it at the American market price. 

Mr. Kenpauu. That is right. You could defend the expression 
“cheaper Canadian aluminum” because it is probably cheaper to 
produce. 

Senator Symineron. In other words, the profit is going to the 
Canadian corporation. 

Mr. Kenpatu. Yes. 

Senator Symineton. And inasmuch as the largest stockholder in 
the Canadian corporation, the last time I remember, was the chairman 
of the board of the American corporation, and his nephew was the 
president of the Canadian corporation, I imagine, we are the only 
ones getting stuck. 

Mr. Kenpauu. Has that not been broken up before they diuicued 
the case in New York? 

Senator SyMineTon. Well, you would know about that. 

Mr. Kenpatu. I think they made it break up. 

Mr. Gray. You asked me about the factual accuracy of the story. 
I think it is true that the contracts which were entered into at the time 
of the Korean conflict were silent with respect to imports, so that there 
is no contractual basis for deducting, as it were. 

But, as Mr. Floete testified, he has been in negotiation with these 
companies, and at that time they had reached tentative agreements 
to deduct from their “put” rights a certain percentage of the imports 
of aluminum from Canada which, if it stopped there, would reduce 
this obligation of the Government to an extent. 

But negotiations are continuing with the companies and, as | say, 
I think I can express the hope that these maximum claimed rights will 
not be exercised to the fullest extent. 

Senator Symineron. First, is there any limitation on the time 
element? 
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Mr. Gray. Yes. 

Senator Symineton. Time from the standpoint of how leng they 
have the right to do it. 

Mr. Gray. Yes. 

I do not have the dates with respect to the three companies, but it 
is my recollection that all these rights will have expired, Mr. Chair- 
man, about December of next year. 

Mr. Kenvatu. Except for one contract with Reynolds, which was 
extended by reason of some delays in their construction of the plant, 
which will run into 1959. 

Senator Symneron. I thought Reynolds was not in on this. 

Mr. Kenpatu. Reynolds has a similar contract with the Govern- 
ment, but no contract with Alean. That was the reference to 
Reynolds not being involved in this. They do have a similar “‘put” 
contract. 

Senator Symineton. Are those companies exercising that ‘“‘put’’ 
contract, as you call it? 

Mr. Kenpau. Over the past several years of the contracts, they 
have put some 8 percent of the new production to the Government, a 
very small percentage. 

Senator Syminetron. By that vou mean have placed some 8 percent 
in the Government stockpile? 

Mr. Kenpatui. No. Some additional has been purchased at the 
Government’s seeking. But the exercise of the “put” right, the right 
to require the Government to take it at market price, has been exer- 
cised only to approximately 8 percent of the total new production. 

Senator SymMineron. By all three companies? 

Mr. Kenpauu. Total of the three companies. 

Senator Symineron. Is the production of aluminum slackening off 
now, I mean the demand for aluminum? 

Mr. Kenpatt. It has slackened off in the last 6 to 8 months quite 
markedly. 

Senator Symineton. Why is that? 

Mr. Kenpatyi. Demand is up and down, and has been right along. 
A little over a year ago, it was very tight. In a period of several 
months before that, it was loose for awhile. 

Senator Symineron. So if you—correct me if I am wrong—so next 
December, a year from next December or next December-—— 

Mr. Kenpatut. All but one, a year, a year from this December, all 
but one in 1958. One lasts into 1959. 

Senator Symineron. And if they went through with it, as I follow 
the testimony, if they went through with it, then the total remaining 
tender exposure would be 952,909 tons. 

Mr. Kenpatu. That would be putting every pound they could 
under their interpretation, sir. 

Senator SymineTon. I understand. 

How much, in percentage, roughly, is Kaiser, and how much Alcoa, 
and how much Reynolds, of the additional 952,909? Do you happen 
to know? 

Mr. Kenpatu. Not in precise figures; no. 

Senator Symrnetron. Could you furnish it for the record? 

Mr. KENDALL. We could supply it for the record. Kaiser had the 
largest expansion of the three. 

Senator Syminaton. Kaiser? 
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Mr. Kenpauu. Yes; in terms of their own expansion. 

Senator Symineron. Harvey is not in this program at all? 

Mr. Kenpauu. Harvey is in the program for subsequent years 
They will not be in production until late next year, I believe. 

(This information, furnished later during the hearing, is as follows:) 

As of right now, under the companies’ broad interpretation of the contracts, 
the remaining tender exposure as of April 1, 1957, was: Alcoa, 163,449 tons; 
Kaiser, 252,328 tons; Reynolds, 267,132 tons; Harvey, 270,000 tons; making a 
total of 952,909 tons. In addition, production for the year ending March 31, 
1957, was tendered by Aleoa, Kaiser, and Reynolds, totaling 200,000 tons. 

Senator Symineron. Have you got a “put” contract with them, too? 

Mr. Kenpatu. There is a ‘“‘put’’ contract, too. 

Senator Symrnetron. Is that in the 952,909 figure? 

Mr. Kenpauu. No. That is separate. 

Senator Symineron. If you have not included that, you have not 
given me all. 

Mr. Kenpauu. I beg your pardon, it is in this figure here. It is not 
in the figure I gave you, the figures I have been talking about. But 
they are in the “total figures given you by Mr. Fritz. 

Senator Symrneron. The 952,909 is in that figure, is it not? 

How much is Harvey in that figure? 

Mr. Kenpatu. Their total “put” is 270,000 tons. 

Mr. Gray. Over a 5-year period? 

Mr. Kenpauu. Over a 5-year period. 

Senator SYMINGTON. 270,000 tons. 

Then you would subtract that from 952,909, and you would get 
what is left for the other three companies; is that correct? 

Mr. Kenpauu. That is right. 

Senator Symineron. What is your name, this gentleman on the 
end? 

Mr. Lawrence. William Lawrence. I am with ODM, too. 

Senator Symineton. You seem to know a lot about this. Do you 
know what the split is on the remainder? 

Mr. Lawrence. No, sir. But I can get it for you in a few minutes. 

Senator Symineron. That is all right. Just get it for the record. 

This, to me, Mr. Director, is the type and character of problem 
which could be very bad from the standpoint of unnecessary expendi- 
tures of public funds. I know quite a little, myself, about the way 
we expanded during the Korean war, because I was in on it with these 
gentlemen here. 

But, on the other hand, this Canadian thing is a new one to me. 
I did not know about that until it came out in the papers, to be frank 
with you. 

Mr. Gray. Well, there was nothing, as has been indicated, there 
was nothing in the contracts which recognized the Canadian purchases 
one way or the other. I think it must be said, Mr. Chairman, that 
the “put” rights which we are now facing were entered into or the 
contracts were entered into in good faith on both sides. And I think 
it is not fair to be critical of the aluminum companies for entering into 
contracts which the Government, in its best judgment at the time, and 
under existing circumstances considered necessary to expand capacity 
for defense needs. 

Senator Syminecton. That is right. 

Mr. Gray. On the other hand, here is a situation where the broad 
interpretation of these rights would involve the expenditure of Gov- 
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ernment funds in a period when unnecessary expenditures by all sides 
are conceded to be an undesirable thing. 

So that, as I have said before, Mr. Floete has been in protracted 
negotiations with the companies, and some of us in other Government 
departments have met with him and with the companies to point out 
to them the seriousness of this situation in which the Government 
finds itself. I am hopeful, and have some reason to believe, that 
certainly the full amount will not be put. 

Senator Syminetron. Well, getting down to fundamentals, the Gov- 
ernment, in order to expand aluminum, makes some lopsided con- 
tracts, which may be necessary, in favor of the manufacturer in order 
to get him to expand. The theory is that it is a lopsided contract to 
get him to expand because ultimately it will be good for the security 
of the United States because of the need for aluminum. Then if he 
takes the contract and, because of the increased expansion of the 
aluminum with a guaranteed price, he utilizes it to the full over here 
from the standpoint of the trade, and not defense purposes, and then 
at the same time he sticks the Government with stuff he imports 
under the contract from Canada, the Government is in bad shape 
from the standpoint of what it was getting as against what it made 
the contract to get. 

I just say that as a businessman, I have not analyzed it. I will 
get the able Ed Braswell from the committee staff, and my own staff 
man, Dr. Welsh, who has been with me and understands this thing, 
as most of your boys know, to look into it. But it does not seem right 
to me. 

Mr. Gray. Well, we would be glad to furnish any information we 
have to your staff. 

Senator SyMINGTON. Surely. 

Mr. Gray. And, of course, we would want to talk to Mr. Floete. 

Senator Symineron. Surely. 

Mr. Gray. And also the joint committee has been interested in it. 

As I say, the Government is conscious of this problem that you have 
expressed an interest in. 

(Discussion off the record.) 

Senator Symineron. Is there any other situation like this in the 
stockpile, where the amount on hand that you have is so much more 
than you now think you need? 

Mr. Kenpauu. Yes. Tungsten, I think, would probably fall 
that class. 

Senator SymineTon. Tungsten? 

Mr. Kenna. Yes. 

Senator Symineron. What are the figures on tungsten, roughly? 

We know how we got into this aluminum situation, whether it was 
right or wrong. We know how we got into it. 

Do we know how we got into the tungsten situation? 

Mr. Kenpauu. It was all very much the same way. Under pres- 
sure of requirements in the Korean war and the conviction on the part 
of many persons, in and out of Government, that we would never have 
enough for the requirements for tungsten for the high-velocity armor- 
piercing shell, we let contracts as fast as we could. 

Senator Syminaton. Where did most of the tungsten come from? 

Mr. Kenpauu. Foreign sources supplied the major part. In addi- 
tion there was a substantial increase in domestic production, to the 
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point that domestic production is now greater than domestic con- 
sumption. Prior to the Korean conflict China was a major source. 

Senator Symineton. Do we buy above the world market? 

Mr. Kenpauu. Oh, yes. Contracts entered into sometime ago call 
for deliveries at prices that are currently above market, but no new 
contracts are now being made. 

Senator Symineron. How many companies in this country now? 

Mr. Kenpauu. I would have to supply that. 

Senator Symineron. Would you, for the record? 

What States are they in? 

Mr. Kenpauu. We will supply that at the same time. 

(The above information, subsequently supplied, follows:) 


Active tungsten contracts on July 1, 1957 


= ; + i 7 ae £i | a | 
| /Undelivered| Contract | Estimated 











Contract No. | | balance, | unit price | value, un- | Termination 
GS-OOP- | Contractor | Origin July 1,1957| ineffect | delivered date 
| (STU) | July 1, 1957) quantity ! 
per STU | | 
| | | | 
ia mtr ” | 4 Calteery cee wets 1 ee, arth) Ol 
614 (SCM) | King Island Scheelite.) Australia | 64, 050 $55.00 | $3,522,750 | Apr. 8, 1958 
724 (SCM) | Wah Chang Corp Brazil | 344, 181 | 55.00 | 18,929,955 | Dec. 4, 1959 
1068 (SCM)_-..| Minerals y Metales...| Argentina___| 149, 913 50.00 | 7,495,650 | June 30, 1958 
13836 (SCM)__.| 8S, A. Fermin Malaga_.| Peru__-_- | 87, 750 | 46. 74 4,101,435 | Dee. 31, 1958 
1612 (SCM) Canadian Explora- Canada. -_. | 79, 030 | 54.95 | 4,342,608 | June 30, 1958 
tion, Ltd. | | | 
2486 (SCM)___| Mauricio Hochschild__| Bolivia 10, 004 | 59.00 | 595, 546 | Sept. 30, 1957 
2610 (SCM). Bolivian Tin & Tung- | do 24, 256 (55.00-59.00 | 1,406,848 | Dee. 31, 1957 
sten, | | } 
12224 (D)-_-- J Beralt Tin & Wolfram | Portugal 9, 472 47. 50 449, 920 | Sept. 30, 1957 
Total. A ee DT | 768, 746 id 40, 844, 802 





1 Based on contract unit price in effect July 1, 1957. 


Program planning and evaluation staff, Defense Materials Service. Aug. 23, 1957. 


Domestic TUNGSTEN PurcHAsES UNprR Pusuic Law 733, BY STATE, AND NAME 
or COMPANY 
Arizona: 
Cardy C. Calvin 
Dye & Bathrick 
Hillside Mining & Milling Co. 
I. M. Whitney 
California: 
J. Clyde Baker 
Bradley Mining Co. (material from Idaho) 
Consolidated Mines 
Virgil W. Deaver 
Diener-Hirsch Minerals Co. 
J. C. Esola, Jr. 
Gary Mining & Milling Co. 
High Sierra Scheelite Co. 
Idaho-Maryland Mines Corp. 
Edgar A. MeMurty 
National Tungsten Corp. 
New Idria Mining & Chemical Co. 
M. D. Nichols 
Charles G. Scharf and Robert R. Scharf 
Lloyd C. Schrader 
Sequoia Tungsten Mining Co. 
Sherman Peak Mining Co. 
Surcease Mining Co. 
Treg Mining & Milling Co. 
Triangle Tungsten Co. 
Union Carbide Nuclear Co. (a division of Union Carbide & Carbon Corp.) 
United States Tungsten Mines 
Arthur R. Viera 
Wah Chang Mining Corp. 
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Colorado: 
Climax Molybdenum Co. 
Cold Spring Tungsten, Ince. 
E. J. Ford 
Johnson Bros. & Prime 
Long Shot Mining Co. 
Minerals Engineering Co. 
Tungsten Refining Co. 
Wah Chang Corp. 
Idaho: McRae Tungsten Corp. 
Montana: 
Gunnar Johnson 
John J. Meloy 
Nevada: 
Cooney & Sons 
Gabbs Exploration Co. 
Getchell Mine, Ine. 
Metallurgical Development Co. 
Minerva Scheelite Mining Co. 
Nevada- Massachusetts Co. 
Nevada Scheelite Corp., Kennametal, Ine 
Twentieth Century Fuels, Inc. 
Wolfram Co. 
Yaney Milling Co. 
New York: Wah Chang Smelting & Refining Co. (material from California and 
Nevada) 
North Carolina: Tungsten Mining Corp. 
Oregon: Mark II Mining Co., Ine. 
Texas: 
Cal-Tex Tungsten 
C. G. Glasseock-Tidelands Oil Co. 
Utah: Salt Lake Tungsten Co. 
Washington: Addy Development Co. 


Source: Program planning and evaluation staff, Defense Materials Service, August 23, 1957. 


Mr. Gray. Well, Mr. Chairman, there is some tungsten production 
in North Carolina, but I believe there have been no new contracts 
entered into since I have been Director. 

Senator SymineTon. I am sure, Mr. Director, you know I was not 
referring to anything like that. In fact, I never heard of tungsten in 
North Carolina until right this minute. 

Mr. Gray. I hear a good deal about it. [Laughter.] 

Senator SymineTon. I never heard of it until right now, to the best 
of my memory. 

What are we doing? Are we negotiating with these people the 
same way we are with the aluminum people? 

Mr. Kenpatu. The Congress took that away from us several years 
ago and extended the program by congressional action when it was 
about to terminate the Culeese Production Act. So we have received 
substantial quantities by congressional action over and above the 
original commitment. 

Senator Symincron. What was the original figure required for 5 
years, on tungsten? 

[Classified information deleted.] 

Senator Symineton. What is that in tons? 

[Classified information deleted.] 

Mr. Fritz. That is correct. 

Senator SyminotTon. [Classified information deleted.] 

Mr. Fritz. That is the 5-year minimum objective. 

Senator Syminecton. What was the peril point? Is that the same 
as the peril point? 
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Mr. Fritz. No. That would not be the same as the peril point. 

[Security information deleted.] 

Senator Symineton. How much have you got in stockpile? 

Mr. Fritz. Perhaps I should give you the long-term objective 
[classified information deleted]. 

Senator SymineTton. Just give me what you have in inventory now. 

Mr. Fritz. The total amount in inventory on March 31 was: 

[Classified information deleted.] 

Senator Symineron. That is doing pretty good for the tungsten 
boys; is it not? 

Mr. Frrrz. Yes. 

[Classified information deleted.] 

Senator Symrneron. Is there any limitation as to time on that? 

Mr. Frirz. The bulk of it will be delivered by the end of fiscal 
year 1958. 

Senator Symineron. Then if it is not delivered by the end of fiscal 
year 1958, what happens in 1959? 

Mr. Frirz. Sir, I believe the contracts would lapse. That is, it 
would mean a default on the deliveries. 

Senator Symrneron. Are there any others like aluminum or 
tungsten? 

Mr. Fritz. Perhaps I should point out that the objective on tung- 
sten was much higher, back a few years, because of the extremely 
large requirements for armor-piercing projectiles. 

[Classified information deleted.] 

Senator Symrineton. Do you buy that all above the world market 
for the stockpile? 

Mr. Frirz. Deliveries under existing contracts are being made 
above the world market price, but no new procurement has been 
authorized. 

Senator Symrneton. How much above? What is the world price 
and what is your contract price as of today, roughly? Do you know? 

Mr. Frirz. I do not have those market-price figures. 

John, do you have those? 

Mr. Morean. The world market price is now about $13 to $14 
a unit outside the country, and the United States duty is $7.93 a unit. 
So say, in round numbers, $21 to $22 would land it in this country. 

Senator Symington. When you say “unit,” what do you mean by 
that? 

Mr. Moraan. A unit contains 15.86 pounds of tungsten metal. It 
is a term under which it is sold in the trade. 

Senator Symrnatron. Yes. 

Mr. Moraan. The price that the Congress had in its last bill was 
$55 a unit. 

I think it is only fair to point out, however, that at the time these 
contracts were authorized initially, the world price was substantially 
in excess of the United States price, which had a ceiling put on it under 
the price controls under the Defense Production Act. The domestic 
ceiling price was $65 a unit and the world price was well above the 
United States ceiling price. 

The domestic guaranteed price under the domestic tungsten program 
under the Defense Production Act was $63 a unit, and for the first 
vears under the program all of the domestic production was sold to 
industry at the controlled ceiling price. 
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It was only after some time had gone by and the world price dropped 
lower than the United States ceiling price that quantities of domestic 
material were put to the Government. This is one where the price 
went up like a skyrocket and later came down like one. 

Senator Symrineron. We are only asking for information, and I 
think what you have just said is very pertinent. 

(Discussion off the record.) 

Senator Syminetron. Is there anything else besides aluminum and 
tungsten which would be in this category? 

Mr. Gray. May I ask Mr. Morgan to respond to that? 

Senator Syminectron. Yes. I have known the doctor a long time. 
He is very prescient on these matters. 

Mr. Morean. The problem, I think, is shown very clearly if you 
look at the table in Mr. Gray’s printed statement, where he points 
out that the 3-year procurement-priority level is $3.2 billion for all 
75 materials. 

Senator Symincton. The aluminum situation has become a matter 
of national interest. The tungsten thing we have had a great deal 
of debate on the floor about, and I believe one of the reasons we are 
in this situation is that some of the people felt that the contracts 
should be honored. 

Is there any other item besides those two which you think is as 
much out of line, regardless of the reasons? Is there any other item 
out of line in a comparable way? 

Mr. Morean. There will be several, as I was attempting to show, 
sir, by these dollar figures. If the 75 materials being stockpiled have 
3-year PPL’s totaling $3.2 billion, and there are already physically 
on hand in the stockpile mater ials valued at more than $6.5 billion, 
and where existing commitments under the Defense Production Act 
and Stock Piling Act call for additional deliveries, then there will 
certainly be substantial quantities in excess of the PPL, but there 
should not be many excesses, beyond the present long-term 
objectives. 

Senator SyminetTon. Tell us what that means. 

Mr. Morcan. That is the procurement-priority level, which is this 
3-year deficit—comparable to the danger point. 

‘Then the difference between the $6.5 billion already on hand and 
the $3.2 billion means that there could be between 3 or 4 billion 
dollars’ worth of material that will be in excess of the PPL. 

Senator SymineTon. I think I understand that. 

Mr. Moreaan. In other words, many of these materials will 
show— 

Senator Symineton. If you have a great deal more of everything 
than you need, based on the readjustment, based on a readjustment 
of the concept of war, you are going to have a lot of material you 
want to get rid of instead of buying more, with some exceptions. 

But in the case of aluminum and tungsten, as I understand it, you 
have a great deal more on hand than you planned for the 5-year 
period. 

Mr. Moraan. No, sir. The 5-year long-term objective for alumi- 
num [classified information deleted]. 

Mr. Moraan. In the case of tungsten, going on back a few years, 
sir, the stockpile objective was originally higher when the contracts 
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were made, so commitments against the old objective were not ex- 
cessive, at the time they were made. 

May I point out one other thing? 

Senator SyMINGTON. Yes. 

Mr. Moraan. You have the problem in all of these materials that 
could be described as ‘‘meeting yourself coming around the corner.”’ 
The more you develop of domestic industry in this country, the less 
you have need for a stockpile. 

Now, if you have to make procurement contracts in the first place to 
encourage the industry to expand, you have to try to seek a balance 
between some level of going domestic industry within the country and 
stockpiling. 

Senator Symineton. Yes. 

Mr. Moraan. It is very hard to get an exact balance which will 
work out precisely for every material. And speaking personally, I 
think the Government should consider very seriously any proposed 
disposition of some of these materials because the process of disposing 
could well undermine the very mobilization base of active domestic 
production that the Government sought to create in the first place. 
If any materials were dumped on the market, perhaps in a few years 
from now the very industry you set out to create in the first place 
could be killed off. 

Senator Symincton. That is not a matter of defense, though. 
That is a matter of the economy. Because, on the basis of the modern 
concept of war, you do not need it like you thought you did before. 

Now, dumping is a bad word. To some extent you have already 
dumped, because as a result of creating a demand in this country and 
giving an artificially high price, just as you pointed out a few minutes 
ago, you have broken the high tungsten market price, which is exactly 
what we did to natural rubber. 

Senator Smith, do you have any questions? 

Senator SmirH. When you have finished, I want to ask some ques- 
tions on the oil situation. But I will wait until you get through. 

Senator Symincton. I would be very interested in that. 

I have just a couple of more questions, Mr. Director. This has to 
do with my State; the question of cordage. 

We have had claims that the cordage and twine industry is being 
seriously hurt by foreign imports. The case was based upon the 
importance of their products to our national security, and they were 
requesting protection under section 7 of Public Law 86, the reciprocal 
trade agreements. 

Would you prefer to comment on that after I send you some more 
information on the cordage situation? If not, the questions I would 
like to ask are: 

(1) What are the facts, as you see them, from the national security 
point of view? 

(2) Have you made or do you plan to make another review of this 
situation incident to cordage? 

Mr. Gray. Well, I will comment on that, Mr. Chairman. 

Dr. Flemming, my predecessor, considered the representations of 
the cordage industry under section 7, the Trade Agreements Extension 
Act, and concluded that he should take no action. That is, he came 
to the conclusion that he should not certify to the President. 

We have had various appeals from the industry, vigorous appeals, 
and I can say that we are going to undertake a review of this situation. 
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Senator Symineton. When do you think you will have a report on 
it, inasmuch as it is a matter of serious commercial interest now to 
some of the people in Missouri? 

Mr. Kenpautu. An interagency committee will be set up, and I 
would expect it would begin its work within a matter of days, but the 
review will probably take as much as 60 days. 

Senator SYMINGTON. So sometime by the end of the year, you would 
expect to have a report and decision on it? 

Mr. KENDALL. Yes. 

Mr. Gray. Yes. 

Senator SyminetTon. Will that be made public? 

Mr. Gray. Oh, yes. 

Senator SymineTon. If I write a letter to you and ask that you do 
it as soon as possible, will you say that you will? 

Mr. Gray. I think that is a safe assumption. 

Senator Symincton. Thank you very much, Mr. Director. 

Senator Smith? 

Senator Smiru. Dr. Gray, we have read varied observations in the 
papers as to the amount of cooperation that could be expected from 
the oil companies on the voluntary limitation of imports. Have you 
any indication, actually, of what the oil companies are going to do 
concerning their cooperation in this matter? 

Mr. Gray. No; I do not, Senator. 

May I just review a little bit the history of this. The domestic oil 
industry requested relief, if that is an appropriate way to state it, 
under section 7, and hearings were held, oh, last October, I guess it 
was, by the Office of Defense Mobilization. Of course, then we had 
the Suez crisis intervening, which distorted the whole normal pattern 
of oil distribution in the world. 

Dr. Flemming indicated that he was suspending consideration under 
section 7 because of the Suez crisis. Then later, in February of this 
year, I think, he testified that, but for the Suez crisis, he would have 
felt it his duty to make a certification to the President. 

When I assumed the duties of the office in March, I addressed 
myself squarely to the question. And after my examination of it, [ 
came to the conclusion that the projected level of imports could con- 
stitute a threat to the national security, under the language of section 
7, and I certified to the President that I had reason to believe that 
such was the case. 

He agreed that there was reason to believe that such was the case, 
and, in accordance with the statute, said he would cause an investiga- 
tion to be made to ascertain the facts. On the basis of the investi- 
gation he would take appropriate action. 

He appointed a special Cabinet Committee, with Mr. Weeks as 
Chairman, to make the investigation called for under section 7. As 
you know, the Cabinet Committee recently submitted its report. 

I was not identified with the Cabinet Committee study for the 
reason that, in a sense, their work was an investigation of my certifi- 
cation. Although I furnished the Committee staff all the information 
it wished, and met with the Committee on one occasion formally, 
actually the Cabinet Committee report was independent of whatever 
my office had done or what I had done. 

At the time that the President received my certification, he asked 
me to ascertain from the importing industry, if I could, whether a 
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voluntary undertaking might work, assuming he found that the na- 
tional security was involved. 

I, over a period of time, talked with officials of approximately 20 
companies, virtually all of the large importers and some of the smaller 
ones, in an effort to determine whether such a plan might work. I 
had no specific plan to discuss with them. And out of these talks, 
I developed some optimism that a voluntary plan could work. 

The President’s directive to the Cabinet Committee, I believe, did 
not specifically request them to come up with a formulation But 
they chose to do so, and it is a part of their report. 

On the basis of my talks with the companies, I would not venture 
a prediction as to what they would do, although I would express 
optimism. 

Now, to get more precisely to an answer to your question. The 
Department of Interior, which the Cabinet Committee suggested as 
the administrator of this voluntar vy undertaking, approved by the 
President, through its specially appointed officer, Captain Carson— 
Mr. Seaton appointed Captain Carson to be the administrator—com- 
municated with all of the importing companies, asking them what 
their intentions were. 

These replies have all gone to his office. I know generally about 
them. 

Some companies have indicated that they would voluntarily under- 
take to hold their imports to the level which would be called for by the 
formulation. There have been several companies who have indicated 
that they did not like this plan, and have requested to be heard. 

The Cabinet Committee report recommended that there be ma- 
chinery set up by the administrator to hear companies who felt 
aggrieved on the ground of inequity, and so forth, and Captain Carson 
is making arrangements to hear these companies. 

I think there have been 1 or 2 who indicated publicly that they 
would find it difficult to go along. Maybe this is an understatement, 
I do not know, but I think really it is impossible to say until the com- 
panies have been heard, and until a decision is made as to whether 
there would be any adjustments i in the formulation on the grounds of 
a showing of inequity. 

I have not personally talked with any of the importing companies on 
the basis of the Cabinet Committee formulation. I had completed 
my talks with them about the 10th of July. And when I learned that 
the Committee was developing a formulation, there was very little 
that I could do until the Committee came out with its report. 

That is a long string of words to answer your question, which I 
might have answered by saying I do not know whether they are going 
to comply or not. 

Senator Smirx. It would be your responsibility, would it not, as 
Director of the Office of Defense Mobilization, to determine whether 
they were going to cooperate or not? 

Mr. Gray. I do not think that is quite accurate, Senator. 

Senator Syminaton. Before you answer it, if the Senator would 
yield, what would they comply on? 

Senator Smrrx. On the limitation of imports of oil. 

Senator Symineton. In other words, the question is, will companies 
with foreign oil investments agree not to ship in, is that it? 
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Senator Smirx. Will they do it voluntarily, or does there have to 
be an involuntary act to do it. 

Senator Symineton. I just wanted to be sure. 

Mr. Gray. That is right. The Cabinet Committee recommended 
that the administration of the voluntary plan be in the Department 
of Interior under policy guidance of the Office of Defense Mobilization. 

So that I think the answer to your last question is that the admin- 
istrator of the plan would now be the one charged with finding out 
whether they will comply or not. 

As to what the procedure should be, what adjustments there should 
be in matters of the overall policy, I am given, by the President’s 
acceptance of the Committee report, a residual policy responsibility. 
But the administration, procedures for hearings, the development of 
facts, the compilation of statistics based on company plans, are all in 
the administration of the Interior Department. 

Senator Smiru. Except—perhaps I did not word my question quite 
accurately—you would be responsible, would you not, for the amount 
of oil that we have in an emergency, or the lack of oil? That would be 
your responsibility? 

Mr. Gray. In the overall mobilization planning, that is a part of 
my job; yes. 

Senator SmirH. Then anything that led up to that would be your 
final responsibility; would it not? You have to, if these people are not 
going to cooperate, and you are going to insist on it—what are you 
going to do or who is going to do it? 

Mr. Gray. Well, under, again, the recommendation of the Cabinet 
Committee, which is now the controlling document, the Cabinet will 
remain in existence until a determination is made as to whether this 
system is a workable one. 

I would guess, that if it is determined, and I hope it will not be, 
that the plan cannot work, then the matter would go back to the 
President’s Cabinet Committee for recommendation to him as to 
what then would be the next step. 

But I have a continuing interest. I am not sure, under the statute, 
what my continuing responsibility is, because the statute calls upon me 
to make a certification to the President when I have reached a certain 
conclusion. 

I have made that certification, and the statute is silent beyond that 
point as to the continuing responsibility of the Director of ODM. 

I think the same—I do not know what the outcome of the cordage 
thing would be, Mr. Chairman, but again the only responsibility or 
authority I have with respect to cordage or oil, in this sense, is sec- 
tion 7, which places upon me the burden of deciding whether or not 
the national security is impaired by reason of excessive imports. 

I might say, Senator, just as a personal aside, if I may be permitted, 
that in this hearing 

Senator Syminecton. Do you want to make it off the record? 

Mr. Gray. Yes; I would like to, if I may. 

(Discussion off the record.) 

Senator Symineton. Back on the record. 

Mr. Director, do you think the result of the recommendation of the 
Committee will increase the price of oil to the consumer? 

Mr. Gray. I hope not. 

Senator Symineton. What do you think? 
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Mr. Gray. Well, I can only guess that there will not be any im- 
mediate effect. 

As to whether the prices of petroleum products are going to remain 
static for the future, I do not know anything else that is not going up. 

Senator Smrrx. It certainly skyrocketed in Maine last year, and I 
do not want it to happen again. We are too dependent on fuel up 
there. It is cold country to live in, and we cannot afford to buy the 
oil. I think it went from 12 and 13, to 18 and 19, which is a lot of 
money. 

Mr. Gray. Let me speak to another aspect of this matter which I 
am sure the Senator from Maine is interested in particularly. 

When I made my certification to the President, I certified only with 
respect to crude oil, and not with respect to residual fuel. 

There is a great division of opinion in the Congress on this latter 
point, that is, as to whether I should make a certification on residual. 
I get communications from friends up here on both sides of this sub- 
ject, and I am under rather constant suggestions from those who 
represent the coal industry that I should make a certification to the 
President with respect to residual fuels. 

Now my position has been, up to this point, that, on the basis of 
my studies, I have seen nothing in this which leads me to believe that 
the national security is threatened by imports of residual fuels, but I 
am under a duty, of course, constantly to look at this, and—well, all 
I will say is, at the moment residual fuels are not involved in the 
certification process. 

Senator Symineton. Would you define “residual fuels 
record? 

Mr. Gray. Well, I am not much of an expert, but residual fuels, as 
distinguished from products like gasoline, are high-energy fuels used 
to provide heat. mee are heavier fuels, and those which are said to 
be competitive with the coal industry. 

Would somebody help me out? 

Mr. Kenpauu. They are normally the end product of a refining 
process. After the more volatile components of a barrel of crude oil 
are taken off, such as gasoline and kerosene, what remains is called 
residual fuel, and it is used widely to fire industrial furnaces and power 
stations, and so on—application where possibly soft coal could also 
be employ ed. 

Senator Smiru. Since section 7 has been referred to several times, 
Mr. Chairman, I would suggest that it be included in the record, also. 

Senator Symineton. Without objection, it will be included at this 
point. 

(The matter referred to is as follows:) 


” 


for the 


Section 7 of the Trade Agreements Extension Act of 1955, Public Law 86 of 
the 84th Congress, approved June 21, 1955, is as follows: 

“Sec. 7. Section 2 of the Act entitled ‘An Act to extend the authority of the 
President to enter into trade agreements under section 350 of the Tariff Act of 
1930, as amended,’ approved July 1, 1954 (19 U. 8. C., see. 1352a), is hereby 
amended by inserting ‘(a)’ after ‘Sec. 2.’ and by adding at the end thereof a new 
subsection as follows: 

‘***(b) In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any article 
is being imported into the United States in such quantities as to threaten to impair 
the national security, he shall so advise the President, and if the President agrees 
that there is reason for such belief, the President shall cause an immediate investi- 
gation to be made to determine the facts. If, on the basis of such investigation, 
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and the report to him of the findings and recommendations made in connection 
therewith, the President finds that the article is being imported into the United 
States in such quantities as to threaten to impair the national security, he shall 
take such action as he deems necessary to adjust the imports of such article to a 
level that will not threaten to impair the national security.’ ”’ 

Senator Smirxn. Mr. Chairman, and Dr. Gray, while the price of oil 
in Maine is of great concern to me, I have been more concerned during 
the years, if that is possible, as to our getting to a point where we 
would not have oil for an emergency, and that is what these questions 
are based on, and I would like to ask them of you for the record. 

If you want to answer them now, I would be pleased to have you; 
and if you prefer to take them, I will have a copy made of them and send 
them over to you, if that meets with the approval of the chairman. 

Senator Symineton. Yes. And I would suggest, inasmuch as you 
would want them thorough and complete, and the Director would 
like to give them thorough and complete, if it is in order with the 
distinguished Senator from Maine, that the Director take them with 
him and give a complete answer. We can get them in a few days; 
can we not? 

Mr. Gray. Yes. 

Senator SmiruH. I am so concerned about these oil reserves, and the 
President putting a limitation on oil imports, that we use our own 
reserves and let the foreign people keep theirs when we should be 
acting in the reverse, it would seem to me. And that has been my 
general concept through the years, back there in the days of the Elk 
Hills controversy when I was on the House Naval Affairs Committee. 

Mr. Gray. I would be glad to answer them to the best of my 
ability. 

Senator Smiru. Then I will have a copy made of these and send 
them over to you. 

Mr. Gray. Yes. 

Senator Symineron. I would appreciate your sending them to me. 
I am very much interested in this problem. We have a consumer 
problem on oil in my State, and I would be very much interested in it. 

Senator Smira. What I would like most is to get the Director’s 
philosophy on the overall question of whether we are to open our oil 
reserves up and use what we have and depend on foreign countries in 
an emergency, or if we cannot go on doing what we have been doing, 
taking it from the foreign countries; why we should give special 
consideration and priority and favoritism to the great oilmen and 
not to the textile people and some other people who are equally as 
hard up. 

That is what I would like most especially, your philosophy in the 
thing. 

Mr. Gray. I will do my best. 

Senator Smiru. I would like to find out, and if the law is not suffi- 
cient in its authority that it gives you, I think it should be made so, 
because we have you to depend on, and I do not like to feel that I 
have to depend on a group of people of varying opinions and ideas 
when I thought the Office of Defense Mobilization was for the purpose 
of seeing that we were well equipped in the stockpiling when the 
emergency comes. 

Mr. Gray. I will give you the best answers that I have. 

Senator Smiru. All right, sir. 
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(The information referred to is as follows:) 


EXEcUTIVE OFFICE OF THE PRESIDENT, 
Orrice OF DEFENSE MOBILIZATION, 
OFFICE OF THE DrRECTOR, 
Washington, D. C., August 28, 1957. 
Hon. MarGArRetT CHASE SMITH, 
United States Senate, Washington, D. C. 


Dear Senator Situ: In furtherance of my letter of August 16 in reply to 
your inquiry of August 13, I have prepared and enclose for your information and 
for inclusion in the record of the hearing before your committee on August 13 a 
statement of my views concerning depletion of United States oil reserve s, together 
with answers to the 10 questions which were put me by your letter. 

The answers given to your questions were prepared by the Director, Oil and 
Gas Division, in collaboration with the Administrator, Voluntary Oil Import 
Program, Department of the Interior, at my request. Your questions were sent 
that Department because it serves as our delegate agency for defense-mobilization 
activities in connection with metals, minerals, and fuels—including, of course, oil. 
A further reason for the reference to that Department was its responsibility for 
implementation of the voluntary plan proposed by the report of the Special Com- 
mittee To Investigate Crude Oil Imports. 

As you will see from the last paragraph of the attached statement, I am initi- 
ating the formulation of a long-range policy relating to petroleum resources and 
supply, a project which I believe will be of interest to you. 

Please call on me if I can be of further assistance to you. 

Sincerely yours, 
(Signed) Gordon Gray, 
GORDON GRay, 
Director. 


STATEMENT OF THE DIRECTOR OF THE OFFICE OF DEFENSE MOBILIZATION 
CONCERNING DEPLETION OF UNITED States O1n RESERVES 


The development of the United States over the years has resulted primarily 
from the energy and ingenuity of its individual citizens operating under the free 
enterprise system, with a minimum of interference by the Government. The 
present high standard of living of its people is a consequence of the harnessing of 
energy to the service of mankind. In earlier times this energy came largely 
from wood and water power, then later from hard and soft coal, and more recently 
from oil and natural gas. Today we stand upon the threshold of the addition of 
another source of energy—that derived from nuclear forces. 

Generally our consumption of energy has increased sharply year by year, but 
the relative contributions of these sources of energy depend in large measure on 
economic and other considerations. One of the most important of these is cost, 
although considerations of reliability of supply and ease of handling can also be 
important determining factors in the selection of the type and source of energy 
selected for specific application. 

Were it not for the special requirements of national security, there would be 
little need for the Federal Government to intervene in the normal technological 
and economic processes through which decisions are made as to the most desirable 
sources of energy. 

It has long been recognized that energy is of vital necessity to the defense of 
the country, and recognition of this fact has taken various forms, depending on 
the situation. For example, before World War I, certain reserves of high quality 
steam coal were set aside, among other reasons for the use of the Nav y. Certain 
naval petroleum reserves were also established within the country on the theory 
that the oil contained therein would be available for emergency use by the Navy. 
In effect, these early efforts to provide for defense fuel needs took the form of so- 
called stockpiles in the ground. 

As warfare came to involve the total capabilities of the N vation, rather than 
merely its fleets at sea or its soldiers on land, it was realized that merely attempting 
to provide bunker fuels for the Navy was inadequate. Asa consequence, in World 
War II and in the Korean conflict, defense assistance such as construction of 
tankers and pipelines, the use of a priorities and allocations authority, and the 
granting of accelerated amortization, were used to expand the supply of the 
several forms of energy and to improve the means of moving energy from place to 
place within the Nation, whether on wires as in the case of electricity; in hopper 
cars as in the case of coal; in pipelines as in the case of oil or natural gas; or in 
tankers as in the case of oil. 
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With nuclear energy still in its infancy, our military forces are still dependent 
primarily on petroleum for use in airplanes, vessels, and ground vehicles. More- 
over, petroleum is needed for a very large portion of our domestic industry and 
services vital in time of war, such as tractors on our farms, diesel engines on our 
railroads, and trucks, buses, and cars on our highways. There are also demands 
for petroleum products for industrial and residential ‘heating. Consequently, the 
Nation must assure itself that adequate supplies of petroleum and petroleum 
products can be had in time of emergency. 

The nature of petroleum products, including their bulk, volatility, and com- 
bustibility, seems to preclude storage on any large scale as a practical ‘solution to 
meeting emergency needs. Instead, the only acceptable alternative, it is the 
consensus of opinion in Government and industry, is the maintenance of a healthy, 
efficient, and energetic domestic industry engaged in all phases of petroleum pro- 
duction—including exploration, development, refining, and distribution. There 
is general agreement that our oil reserves are not static, and that as known 

reserves are depleted new reserves will be created through the advancing tech- 
nology of discovery, development, and use. In fact, the record thus far has shown 
that our increasing uses of petroleum have been accompanied by expansions of 
known reserves. There is the further consideration of great importance that 
reliance on distant and vulnerable off-shore sources of petroleum to meet emer- 
gency needs would be most hazardous. 

I am convinced, therefore, that measures must be taken to maintain a going 
domestic petroleum industry. While I am sure there is no one method of accom- 
plishing this that is wholly free from objection, I am aware of no better method 
than that which is being tested. 

A study has recently been initiated, under the guidance of the Office of Defense 
Mobilization, to develop a long-range national security policy with relation to 
the availability of petroleum and petroleum products in the event of war. With 
the aid of interested departments, the necessary factual background will be de- 
veloped for long-range policy recommendations. These recommendations will 
take into consideration military guidance as to the type and duration of any war 
which would be fought and would reassess the resources and transportability of 
crude oil and petroleum products, as well as requirements, in the light of damage 
which could be expected to result from attack on the continental United States 
In this study, the level of oil imports would be only one of many factors +o be 
considered. The review would not be limited to, or even primarily concerned 
with, such level. 





Questions ASKED BY SENATOR MARGARET CHASE SmitH, WITH ANSWERS 
PREPARED BY THE Director, Or AND Gas Division, IN COLLABORATION 
WITH THE ADMINISTRATOR, VOLUNTARY Or, Import PrRoGRAM, DEPARTMENT 
OF THE INTERIOR 


1. Question. Have the oil companies indicated how much they will cooperate? 

Answer. A telegraphic request for compliance with the recommendations of the 
Special Committee To Investigate Crude Oil Imports, was sent to 22 crude oil 
importing companies. Most of these companies have indicated their willingness 
to comply. Certain companies requested an opportunity to present information 
for further consideration, and this may be done under prescribed procedures 
established for that purpose pursuant to the plan. 

2. Question. How will you determine that you are not getting what you con- 
sider to be the necessary minimum cooperation? 

Answer. Companies known to be importing crude oil have already been re- 
quested to submit monthly reports on their actual imports for the month of July 
and their proposed program of crude oil imports for the period August through 
December 1957. 

3. Question. In what manner will you crack down on the oil companies? 

Answer. Presently, there appears to be no reason to assume that the oil com- 
panies will not cooperate with the United States Government. 

4. Question. Isn’t it well to keep our petroleum reserves in the ground and use 
up the reserves of foreign countries than to deplete our reserves and then be 
dependent upon foreign countries? 

Answer. The President’s Speci: 11 Committee To Investigate Crude Oil Imports 
considered this question, and section III-3 of the report of July 29, 1957, states: 

“Encourage increased importations in order that our own natural resources might 
be conserved. Your committee has concluded that for the following reasons such a 
policy would be unsound. 
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(a) It would result in a sharp decline in domestic exploration by private 
enterprise because the industry would have no assurance of an adequate market 
for domestic oil after discoveries had been made and, as a result, would reduce its 
exploratory operations. Barring Government operations which would be unde- 
sirable, adequate exploration and the development of additional reserves can only 
be generated by a healthy domestic production industry. 

“(b) Consequently, as the extent of the Nation’s useful reserves are not known 
until they are discovered and developed, the United States would be unable to 
make a sound appraisal of its petroleum resources because it would not know the 
extent to which our reserve capacity could be developed. 

‘“‘(c) Furthermore, in the event of an emergency which denied the United States 
access to oil in other countries and which called for additional availability of 
domestic oil, the Nation would be faced with the long delays that characterize 
exploratory activity, as well as with the possible necessity of making large ex- 
penditures of public funds for exploration, production, and transportation. In 
this connection, it should be borne in mind that no matter how large the expend- 
itures might be, it would be impossible to recover the momentum of a vigorous 
domestic industry. 

“‘(d) In brief, such a policy of encouraging importation as a means of conserving 
our petroleum resources would mean that in an emergency the Nation would be 
confronted with all of the liabilities inherent in a static, as contrasted with a 
dynamic mobilization base, including the delays, waste, and inefficiency that 
accompany efforts to strengthen any part of the mobilization base on a ‘crash’ 
basis. 

“In the light of the above examination of suggestions looking toward a policy 
of unrestricted imports, your Committee has concluded that if we are to have a 
vigorous program of exploration in this country by private enterprise in order to 
care for increasing domestic consumption and to meet emergency needs, and, if 
we are to know what our reserve potential is in this country, it is essential that 
we follow a policy which will encourage continuation of free enterprise exploration 
at a rate consistent with the demands of a growing economy. 

“The latest available figures demonstrate that the amount of oil we are adding 
to our reserves is not keeping pace with the increase in domestic consumption, in 
spite of the fact that our reserves are at an all-time high. Indeed, there has been 
some recent indication of a decrease in exploratory drilling, notwithstanding an 
increase in domestic demand for petroleum. There has also been a decrease in 
the number of exploratory crews in operation. It is not possible to attribute this 
decline to any single cause. The sharp increase in imports programed by the 
importers in their report to ODM indicates such a trend of increase in relation 
to domestic production as will bring about a further decline in domestic explora- 
tory and development activities. This should not be permitted. The time Jag 
between exploration and production requires that we explore today for tomorrow’s 
usable reserves. Any other course will impair industrial expansion, availabilitv 
of supplies for consumer use, and preparedness for an emergency. 

“In summary, unless a reasonable limitation of petroleum imports is brought 
about, your Committee believes that: 

‘“‘(a) Oil imports will flow into this country in ever-mounting quantities, entirely 
disproportionate to the quantities needed to supplement domestic supply. 

“(b) There will be a resultant discouragement of, and decrease in, domestie 
production. 

“(e) There will be a marked decline in domestic exploration and development. 

“(d) In the event of a serious emergency, this Nation will find itself years 
away from attaining the level of petroleum production necessary to meet our 
national security needs. 

“Your Committee recognizes that there are important foreign policy aspects 
to the problem of limiting petroleum imports. The oil reserves and production 
capacities of other free nations, as well as our own, are important to our national 
security. A number of countries inevitably depend in varying degree upon access 
to our domestic market for their petroleum exports and it must be recognized 
that it is also in the interest of our national security that our allies and friends 
have healthy and expanding economies. It is believed, however, that taking all 
factors into consideration, our national security requires the maintenance of some 
reasonable balance between imports and domestic production at this time. In 
light of the foregoing considerations, our recommendations are framed with the 
objective of limiting imports in order to maintain such a balance and yet to allow 
other nations to participate in the growth of our domestic demand to a degree 
consistent with our national security. 
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“It is our conviction that as a Nation we must pursue a careful, considered 
course that will permit reasonable imports into our country and still stimulate a 
dynamic and vigorous exploratory and development effort in this country.” 

5. Question. I recall reading in past years pessimistic reports that the oil re- 
serves of our country were being depleted and dire predictions that at the rate we 
were using up oil we would soon be a ‘‘have not’’ country on oil—as a matter of 
fact, in the past few years, at times at least, we have reached the point where we 
have had to import foreign oil to meet our needs and demands, as our own domestic 
supply was not enough to meet that demand. Now, we are going just opposite 
to that by limiting oil imports. Why? 

Answer. A statement by the President’s Special Committee To Investigate 
Crude Oil Imports is that our national security requires the maintenance of some 
reasonable balance between domestic crude-oil production and the importation of 
foreign crude oil at this time. It is the conviction of this Committee that as a 
nation we must pursue a careful, considered course that will permit reasonable 
imports into our country and still stimulate a dynamic and vigorous exploratory 
and development effort in this country. 

6. Question. How do you estimate our reserves? How sure can you be of those 
estimates when there have been pessimistic reports in the past? 

Answer. Proven crude-oil reserves are estimated once each year by the American 
Petroleum Institute’s committee on petroleum reserves. The individuals par- 
ticipating in estimating our reserves are the foremost petroleum technologists in 
the country. Over the vears that API report has proven its reliability and value. 
People are, of course, free to draw their own conclusions from these reports, as 
well as other information available to them. Therefore, varying conclusions may 
be heard and read ranging from an optimistic to a pessimistic status of the 
Nation’s reserves. 

7. Question. Is not the limitation of oil imports inconsistent with the policy 
of preservation in the case of Elk Hills Naval Petroleum Reserve? 

Answer. The Elk Hills Naval Petroleum Reserve is a very special case. There 
seems to be no relation between the oil-imports program and the naval petroleum 
reserve policy. 

8. Question. Is not the answer actually that this administration is catering to 
the oilmen? 

Answer. In section III of the report of the President’s Special Committee To 
Investigate Crude Oil Imports, dated July 29, 1957, entitled “‘ Effect on National 
Security,’’ the Committee states: 

“Your Committee’s investigation of the oil-import problem has been confined 
to the effect of the present trend of imports on national security.” 

9. Question. Is the ingenuity and initiative of Texas oil men so limited that 
they cannot meet foreign competition and will fold up unless given special favor- 
itism? If our national existence is involved are they so calloused in dollar- 
mindedness that they will go on a sitdown strike? 

Answer. The ingenuity, initiative, and patriotism of Texas oilmen would be 
of little avail if foreign crude oil was imported into this country in such quantities 
as to force them out of the market. To the extent that this could happen, do- 
mestic oil producers, either in Texas or any other State, could not carry on the 
extensive exploratory and development work which is absolutely necessary to 
maintain our domestic resources at a level consonant with national security. 

10. Question. Why do we deplete our most strategic natural resources merely 
to accommodate them so they can charge exorbitant prices to a captive market in 
an area impoverished by the calloused refusal of the administration to give pro- 
tection to Maine textile workers against Japanese imports? 

Answer. The whole tenor of the report and recommendations of the President’s 
Special Committee to Investigate Crude Oil Imports is based upon the assumption 
that our domestic petroleum resources should be maintained at a high level, but 
at the same time domestic consumers would continue to have adequate supplies 
of petroleum products at reasonable cost. The Committee considered the effect 
on consumers in section IV of its report of July 29, 1957, which reads as follows: 

“Domestic consumers are utilizing an increasing amount of petroleum products 
for transportation, fuel, heating, and many other aspects of consumer life. In 
the event of a national emergency, it is essential to these consumers that there be 
adequate supplies at reasonable cost, both now and in the future. The low cost 
of imported oil is attractive, but excessive reliance upon it in the short run may 
put the Nation in a long-term vulnerable position. Imported supplies could be 
cut off in an emergency and might well be diminisned by events beyond our con- 
trol. This vulnerability could easily result in a much higher cost, or even in the 
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unavailability, of oil to consumers. It is therefore believed that the best interests 
of domestic consumers, as well as of national security, will be served if a reasonable 
balance is maintained between domestic and foreign supplies.’’ 

Senator Symineton. Have you anything else, Senator Smith? 

Senator SmirH. No. That is all. 

Senator Symineton. Would you identify the people here, just for 
the record? 

Mr. Gray. Yes. 

Mr. John Morgan. Mr. Charles H. Kendall. 

Senator Symineton. Would you give your title? 

Mr. Morean. I am a consultant to ODM. 

Mr. Gray. Mr. Charles H. Kendall, General Counsel of ODM. 

Mr. Wilbert G. Fritz; and your precise title? 

Mr. Fritz. Chief of the Stockpile Management Branch. 

Mr. Gray. And Mr. William N. Lawrence. 

Mr. Lawrence. Director of Supply Requirements Division. 

Mr. Gray. Mr. Shannon. 

Mr. SHannon. I am Spencer 5S. Shannon, Director of the Office of 
Minerals Mobilization, Department of the Interior. 

Senator SYMINGTON. Your name, sir? 

Mr. Mituer. I am William W. Miller, Office of Assistant Secretary 
of Defense, Supply and Logistics. 

Senator SyMincton. Your name? 

Mr. Ciarke. Ray M. Clarke, Assistant Director for Planning 
Requirements Policy, Office of Assistant Secretary of Defense, Supply 
and Logistics, 

Senator Syminetron. Thank you. 

Mr, Lawrence, did you have some figures you were going to give us? 

Mr. Lawrence. Yes, sir. 

Senator SymineTon. Will you read them out? 

Mr. Lawrence. As of right now, under the companies’ broad inter- 
pretation of the contracts, the remaining tender exposure as of April 1, 
1957, was: Alcoa, 163,449 tons; Kaiser, 252,328 tons; Reynolds, 
267,132 tons; Harvey, 270,000 tons; making a total of 952,909 tons. 
In addition, production for the year ending March 31, 1957, was 
tendered by Alcoa, Kaiser, and Reynolds, totaling 200,000 tons. 

‘ enneee Symincton. That balances off against the figure that we 
ad. 

Mr. Lawrence. That is right. 

Senator Symineron. Thank you very much for getting that infor- 
mation for us. 

Unless, Senator Smith, you have further questions, we would like 
to thank you very much. 

We will edit this, and as soon as possible you edit what you have, 
and we would like to make a record of the hearings in print. 

Mr. Gray. I do not have your permission to edit your questions? 

Senator Syminetoyx. You can always do it, but I would like to 
know why. 

(Whereupon, at 11:55, the subcommittee recessed, subject to the 
call of the Chair.) 
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